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Keeping America on the GO...with TIMKEN Tapered Roller Bearings 
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How to make a freight train act like this Panama Limited 


O freight can match the 
Panama Limited’s cuisine 
and luxury, taken straight from 
the French Quarter of New 
Orleans. Or would want to. 
But there’s one freight that 
can match its record of being 
right on time—time after time. 
[t’s “Roller Freight”’ 
Streamliners like this Panama 
Limited have Timken® tapered 
roller bearings that virtually 
eliminate friction. Most freights 
do not. Asa result, freights often 
pull up “lame” with a hot box 


—the number one cause of 
freight delays. 

But the railroads are solving 
the problem. More and more 
are going “Roller Freight’’— 
putting freight cars on Timken 
tapered roller bearings. 

With Timken bearings there’s 
no chance for metal-to-metal 
sliding friction. They roll the 
load. They end the problem of 
hot box delays. 

Timken bearings cut friction 
to a minimum because we de- 
sign them to roll true. They live 


up to their design because we 
make them to almost micro- 
scopic tolerances. And to further 
insure quality in every bearing, 
we make our own steel. No 
other U.S. bearing maker does. 

In terms of performance, 
Timken bearings are lowest in 
cost. That’s why the railroads, 
like all industry, use Timken 
tapered roller bearings to help 
keep America on the go. The 
Timken Roller Bearing Com- 
pany, Canton 6, Ohio. Cable: 
*“TIMROSCO”’, 


Only TIMKEN bearings roll so true, have such quality thru-&-thru 
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“SHINIEST CAR IN 


_ IS, BILLY. That’s because you help me keep it 
that way. With good care it lasts longer, too.” 

Most people take pride in their car's appearance and 
upkeep. They also are aware of the need for sound insur- 
ance coverage for peace-of-mind protection. Each year 
more and more thoughtful motorists are fulfill- 
ing this need by insuring their cars with depend- 
able, nationwide Hardware Mutuals. 








THE BLOCK, DAD?” 


Anywhere in the U.S.A., Hardware Mutuals policy back of 
the policy® assures fast, sympathetic, day-and-night service 
and prompt, fair claim handling. Dividend savings re- 
turned to policyowners since organization total more 
than $120,000,000—and that figure is growing daily! 

Be sure your car is insured within safe limits 
of liability. Contact your full-time Hardware 
Mutuals representative. Drive safely, insure safely! 


insurance for your AUTOMOBILE...HOME... BUSINESS 


Hardware Mutuals. 


Stevens Point, Wisconsin - Offices Coast to Coast 
HARDWARE MUTUAL CASUALTY COMPANY - HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 



















¥% Drought for U.S. 
Until 1960? 


Some experts think so, on the basis 
of signs now appearing. You get their 
views, plus an informed look at the 
whole picture of perverse weather— 
the country’s biggest domestic prob- 
lem—in this article. It could affect 
your income, taxes, markets for your 


ISsu E goods, even your vote. Article starts 
on page 68. 


% The Real Story Behind Dr. John 


For the inside story of one of Europe’s most mysterious fig- 
ures, his threat to U.S. security, the suspicions that arose be- 
fore he vanished into East Germany, see page 30. 


% Is Radar Making Every Road a Speed Trap? 


Signs reading, “Speed Checked by Radar” are springing up 
all over the country. Does that mean a rash of automatic speed 
traps? How do they work? Here’s the whole story. Page 36. 


% Contents 


EE Rae OEY 4 


Hot Shooting in Cold War—Texts Explain 








Washington Whispers............................+ Official Positions of Three Nations...... 57 
Tomorrow: A Look Ahead We've Been Asked: 

PaaS ME WIIG, 5.55 cv nec cesicsocscenseancs About Extras Servicemen Lose............ 59 
Sudden War—How It Can Come.............. 17 ON IN ND FD a iin ecineosccisnccecsncscnsisedoe 61 


A-Bombs in Red China? U.S. Moves Bases 20 

—Inside Story: How Near U.S. Came to War 21 
“What Do You Do After Indo-China?” 

Expert on the Ground Sizes Up Problem 24 


Where You Can Save on Taxes................ 26 
Halfway in Primaries: No Big Revolt...... 28 
The Strange Case of Dr. John.................. 30 
Cabinet's Stock Losses: Up and Up........ 35 
Radar Really Catches Speeders................ 36 


. The Damage Reds Do: Interview With 
President Castillo Armas of Guatemala 38 
Worldgram 


Investigating-Committee Methods— 

Senator McCarthy Gives His Views...... 64 
4 Years of Drought—and More to Come.. 68 
Plus and Minus: 


Indicators of Business Activity.............. 73 
DONE OU PIRI is wn eck ss iinp acces esnstececessas 75 
Labor Week: 

Unions Going into Business.................. 78 


Business Around the World............... 
News-Lines for Businessmen 
Cigarette Sales: The Real Story 
Finance Week: 

Full Report: How New Tax Law 




















How to Stop Communists: Full Text NE Wii nsinss carbaserionseccrtghscnskcbsesetecs 86 
of Syngman Rhee's Speech to Congress 46 David Lawrence Editorial........................ 104 
The Man—The News: a 
Syngman Rhee—Trivmphant Retdhn..... 48 Tcutisaiate, "mse Pilates enue thee i 
Memo From Liberia..........................0000 0 SSS: He eee Biliaiae iopeuiee 


obtained from The Associated Press. 



























MP HANDY WAY TO SUBSCRIBE | 
—— | 
U.S. NEWS & WORLD REPORT | 
Circulation Department, 437 Parker Ave., Dayton 1, Ohio ; 
Please enter my subscription to U. $. News & World Report | 
for one year and send bill to me. (U. S., its possessions and | 
Canada, $5, other countries, $6.) 
| 
| 
Name | 
| 
Address 
| 
| City State | 
1 NHW 24 | 


THE UNITED STATES NEWS 


WORLD REPORT 


U. S. WEEKLY 
Three Titles Reg. U. S. Pat. Off. 
Published weekly at Washington, D. C., Editorial 
and Executive Offices, the United States News 
Building, 24th & N Streets, N.W., W: 
D. Subscription rates, delivered prepaid, to 
United States, its possessions and Canada, $5 
for one year, $8 for two years, $10 for three years, 


Postage to other countries $1 year additional, 


Entered as second-class matter at the post soince 
anECOR, bv. C., unter the act of March 3, 79. 

une contents of this publication cop; iehted 
195 by United States News Publishing Corpora. 
tion * Riehts reserved under Pan American Copyright 
Convention and Internat!onal Copyright Convention. 


BOARD OF EDITORS 
DAVID LAWRENCE, Editor 
OWEN L. SCOTT, Executive Editor 
BEN J. GRANT L. NOBLE ROBINSON 
Assistant Executive Editors 
CARSON F. LYMAN 
Managing Editor 
WALTER HUSTED DEREK FOX 
General News Editor Art Editor 
ASSOCIATE EDITORS 
W. B. RAGSDALE J. FRANK DIGGS 
RICHARD L. TURNER GEORGE W. BOLTON 
M, L. RAMSAY GLENN WILLIAMS 
JOHN H. ADAMS W. C. BRYANT 
FRED M. HARMON GEORGE E. JONES 
ARCHIE ROBINSON JULES B. BILLARD 
LEONARD WILLIAMS ROBERT GINSBURGH 
CHARLES M. PLATT DONALD P. DOANE 
A. S. McLEOD, Chief Economic Unit 
PHILIP H. BOLLINGER CHARLES H. DAVEY 
JOHN B. BLEDSOE 
Business Editors: New York, GILMORE IDEN 
San Francisco: EDWIN J. DRECHSEL 
NEWS EDITORS 
TURNER ROSE WILLIAM H, RIEBOLD 
THURBER W. CUSHING DONALD BECKER 
F. W. GAPP JOHN P. SUTHERLAND 
N. KEY HART ALBERT J. MEYERS 
FRED A. EMERY L. DAVID LeROY 
FRED E. GALBRAITH, JR. 
Assistant News Editors: Barbora Blair Furlow, 
Iva Holland, Lucy Cobb Jones, Joanne Egon. 
Research: Catherine Adams, Barbara Eddy, Mabel 
S. Groettum, Thomas E. Russell, Donald Smith. 


WORLD STAFF 


HOWARD FLIEGER, Directing Editor 
JOHN R. FLEMING, Associate Director 





CHARLES FOLTZ, JR., European News Editor 
CLARK H. GALLOWAY, Jater-American News Editor 
PERRY K. SELLON, Editor, World Business 


CHARLES H. KLINE, Associate Editor, London 


REGIONAL EDITORS ABROAD 


ROBERT KLEIMAN.. .Western Europe 
KURT LACHMANN entral Europe 







Pal 


JOHN D. LAW... Southern Europe 
PI WO cistthsecucornsscesssnsscséies nee Middle East 
ROBERT P. MARTIN.......... Japan and the Far East 


BUREAUS: LONDON, PARIS, BONN, 
ROME, BEIRUT, TOKYO 


ART DEPARTMENT, WASHINGTON 
H. KLEBANOFF, Director J. Ernest Beavin, 
H. C. Richardson, Walter O. Gretschel, 
E. H. Castens, M. J. Shimp 
Staff Photographer: Thomas J. O‘Halloran, Jr. 


LUTHER A. DAWSON, Librarian 


BUSINESS DEPARTMENT 


24th & N Sts., N.W. Washington 7, D. C. 
JOHN H. SWEET, Publishing Director 
ANTHONY R, GOULD, Business Manager 
HAROLD M. WELLS, Executive Secretary 
W. L. BRAUER, Treasurer 
ADVERTISING DEPARTMENT 
30 Rockefeller Plaza 
Tel. Circle 6-3366 
H. L. BEHLKE, Director of Advertising 














NORMAN O. MICK, Associate Advertising Director 
35 East Wacker Drive Chicago 1, Ill. 
Tel. Dearborn 2-4042 
CIRCULATION DEPARTMENT 
435 Parker Avenue 

W. W. SPURGEON, Manager 
PRODUCTION OFFICE 

RALPH M. FRANCISCO, Manager 

350 Dennison Avenue 
Tel. Melrose 9231 
All communications relating to news or editorial 
matters should be addressed to the Executive 
Offices, 24th & N Streets, N.W., Washington 7, 
D.C. Tel. District 7-2900. Communications relating 


to subscriptions should be addressed to Circulation © 


Department, 435 Parker Avenue, Dayton 1, Ohio 


U. S. NEWS & WORLD REPORT, Aug. 6, 1954 © 


THOMAS H., F. HUGHES | 


ee 


i i 


io 


er 


— 


wyea.« 


Pi eR nt 


Sa ates Saeed 


New York 20, N. Y. & 


Dayton 1, Ohio © 


Dayton 1, Ohio 









—— NEWS DAlty — —EXTRA - 


eee ee oe 


~ SENSIMATIC '50" 
MAKES HISTORY! 
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Burroughs Sensimatic “50” 
a full-size accounting machine 
at a new low cost 
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The sensational new Burroughs Sensi- 
matic thrifty ‘‘50”’ accounting machine at 
its amazingly low price is big news in the 
field . . . real headline news for businesses 
large and small. 
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The Sensimatic “‘50” is an outstanding 
addition to the Burroughs Sensimatic 
family ...a full-size fully automatic 
accounting machine. 


ORC ees 


Never before has such a machine been 
offered at a comparable price. And you 
save every day on ledger and statement 
form costs with the Sensimatic ‘50.’ 
Extra savings are yours, too, because it’s 
so easy to operate that beginners quickly 
become expert. See it! Try it! Call your 
nearest Burroughs branch or write 
Burroughs Corporation, Detroit 32, Mich. 
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WHEREVER THERE’S BUSINESS THERE’S 





Burroughs 4» 











Ht DIAMOND 


“UTILISCOPE 


(WIRED TELEVISION) 
















AN EMPLO HO... 


Requires no pay check 
Never makes a mistake 
Works 24 hours a day 
Never takes a vacation 










Many industrial operations that must be 
watched continuously and formerly required 
the individual attention of a man, are now 
being done without the man. . . by using 
a Diamond “Utiliscope” (Wired Television). 
The camera takes the place of the man 
. .. the monitor or receiver brings an exact 
picture of what is happening (as it happens) 
to a remote central control point or wherever 
else desired. Use the coupon below for 
further information. 






























TYPICAL USES 

Checking remote gauge 
readings @ Watching 
flow of molten steel e@ 
Viewing nuclear re- 
search e Observing 
conditions inside fur- 
naces @ Coordinating 
materials flow on con- 


veyors. @ “Utiliscope” Ss 


(Reg. U.S. Pat. Office). 
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being used to cut fed Television) js 
and promote safety ‘mprove operations 
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Company 


DIAMOND POWER SPECIALTY CORP. 
FIRST IN INDUSTRIAL TELEVISION 
ey ee eee eS oe ee 
OFFICES IN 39 PRINCIPAL CITIES 


Diamond Specialty Limited Windsor, Ontario 
Since 1903, Diamond has Manufactured 


Quality Equipment for Industry 
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UNHAPPY SCIENTISTS 


HOUSE SUBCOMMITTFE turned up an 
Sema situation involving the Pen- 
tagon and civilian research scientists, 
said the situation bodes no good for the 
national security. The subcommittee, 
headed by Representative R. Walter 
Riehlman (Rep.), of New York, found: 

New developments in weapons 

research are hindered by a change- 

resisting attitude of the military, by 
the scientists’ being kept away from 
the Joint Chiefs of Stat. 

“At times,” James R. Killian, Jr., presi- 
dent of Massachusetts Institute of Tech- 
nology, told the subcommittee, “some of 
our top military leaders have been unin- 
formed by their staffs about technological 
developments relevant to the decisions 
they were making.” 

Also noted: Interference by military 
men who know little about science, irri- 
tating red tape in the laboratories. Such 
situations, said the group, drive the men 
of science out of Government. 

To keep them in, said the subcom- 
mittee, the scientists must be given great- 
er independence. How to accomplish 
that and still maintain security appar- 
ently was up to the Pentagon. 


NOTICE TO CANDIDATES 


EPUBLICAN CONGRESSMEN seeking re- 
R election were put on notice. If they 
want White House blessing, said Presi- 
dent Eisenhower, they must support the 
White House program—not necessarily 
100 per cent, but at least on the basic 
issues. And, said the President, he checks 
up on them before posing for pictures 
they can show to the voters back home. 

Mr. Eisenhower went further. He said 
six parts of his program would cause 
him bitter disappointment if not enacted. 
The six: farm legislation, housing, Social 
Security extension, foreign aid, tax re- 
vision, antisubversion bills. 

Whether the President was in for some 
bitter disappointment would be decided 
by Congress. And whether some Repub- 
lican candidates also would be disap- 
pointed depended upon what they did 
in Congress. 


STATEHOOD TANGLE 


OR CITIZENS of Hawaii and Alaska, 

the action of the House Rules Com- 
mittee was the latest in a long series 
of disappointments. The Rules Commit- 
tee killed all but the tiniest hope that 
either of the two territories would be 
approved as a new State this year. 


For Hawaii, the action was the greater 
blow. The House passed a statehood bill 
for the Pacific territory last year, but the 
Senate stuck in Alaska, sent the measure 
back to the other chamber. When the 
83d Congress dies this year, House ap- 
proval of Hawaiian statehood dies with it. 

Since Hawaii is normally Republican, 
Alaska Democratic, action on statehood 
in the 84th Congress appears likely to 
stay embroiled in politics. 


NUDGE FOR BUSINESS 


HE ADMINISTRATION, Secretary of 

Commerce Sinclair Weeks disclosed, 
has a “conscious Government policy” of 
“giving the economy a little nudge” 
through federal spending. Announced 
by the Secretary as part of the nudge: 
a 350-million-dollar shipbuilding pro- 
gram, largest in peacetime history. 

Another push recommended by Mr. 
Weeks: Businessmen should support the 
whole White House program, including 
welfare measures. With these shoves, 
he said, there should be “a real up- 
swing” in business this autumn. 


THE PRICE OF COFFEE 


HE HIGH PRICE of coffee, the Federal 
T trade Commission reported, is due 
mainly to the fact that somebody is mak- 
ing a large profit. Speculation, not sup- 
ply and demand, said the FTC, drove 
the retail price up. 

Hope for future lower prices, the 
agency said, is in sight if the competi- 
tive supply-demand relationship is per- 
mitted to operate. FTC recommendation: 
Congress should impose stricter controls 
over coffee trading to permit that rela- 
tionship to operate. 


GROWING BOMB PILE 


HE ATOMIC ENERGY COMMISSION, its 
E opnest wlebaene report said, is producing 
atomic materials, including the hydro- 
gen bomb, at an all-time record pace. 
Stockpiles of atomic and _ hydrogen 
bombs, said the AEC, are growing day 
by day in compliance with President 
Eisenhower’s orders to keep ahead of 
Russia in the arms race. 

Other high lights of the report: Atomic 
weapons have been successfully adapted 
to battlefield use, in addition to their 
strategic city-devastating function. 

Atomic power for civilian use will be- 
come competitive with other kinds “in 
the foreseeable future.” Under way is a 
five-year reactor program aimed at bring- 
ing nuclear power costs down. 
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Long Distance 
doesn’t cost... 
It pays 


Following up inquiries by Long 
Distance saves time, gets you there 
ahead of competition. Telephone 
contacts have many of the qualities 
of personal contacts, plus speed. 


Often vou make immediate sales. 


Whether selling or buving or 
getting the facts, vou'll find that 
the planned use of Long Distance 


pays for itself—many times over. 


We have some specific suggestions 
for the profitable use of Long 
Distance in Sales, Purchasing, 
Administration, Traffic, Production, 
Engineering and Accounting. A 
call to your Bell Telephone 
Business Office will bring a repre- 


sentative to discuss them with you. 


LONG DISTANCE RATES ARE LOW 
Here are some examples: 


New York to Philadelphia.... 50¢ 
Cleveland to Indianapolis... . 
Chicago to Pittsburgh 

Boston to Detroit 

Washington to San Francisco. $2.50 
These are the daytime Station-to-Station 
rates for the first three minutes. They do 
not include the federal excise tax. Long 


Distance rates are even lower after 6 o'clock 
every night and all day Sunday. 


Call by Number. It's faster. 


BELL TELEPHONE SYSTEM 





Washington Whispers 


[What appears on this page is reported in Washington and other news centers] 


Franco Grows Bigger in U.S. Plans . . . 5 Billions More 
For Defense? . . . What Rhee Said About Churchill 


President Eisenhower, members of 
Congress discover, is showing much 
more personal interest in the practical 
side of politics. There is a growing 
impression that the President will not 
find it so hard to be persuaded to be 
drafted for a second term. 


x * * 


Richard Nixon, Vice President, is de- 
scribed as making so much headway 
in winning support within the Re- 
publican organization of California 
that he is likely to control the big 
California delegation to the Republi- 
can National Convention in 1956. 
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Irving Ives, New York Senator, is not 
giving comfort to New York politi- 
cians who expect him to be Republi- 
can candidate for Governor if Thomas 
Dewey retires. Senator Ives prefers 
the life of a legislator to that of an 
administrator and is happy and se- 
cure in his present job. 
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Governor Dewey, as of now, is con- 
vinced that the 1956 Republican nom- 
ination for the Presidency will not 
be open to him. If this door is closed, 
Mr. Dewey will be likely to hold to 
his decision to retire at the end of his 
present term. 
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Lyndon Johnson, Texas Senator, is 
being talked of for second place on 
the Democratic ticket in 1956, not for 
first place. The fact that Texas is in 
the South and has segregation laws on 
its books operates against Senator 
Johnson just as it has against Senator 
Richard Russell, of Georgia. 
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George.Humphrey, Treasury Secre- 
tary and the official who exercises 
most influence at the White House, is 
going to face a hard fight with the 
military services over the issue of de- 
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fense costs. Mr. Humphrey feels that 
it is imperative to get the Govern- 
ment’s budget balanced. 
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The U.S. Joint Chiefs of Staff, advis- 
ing the President on U.S. defenses, is 
about convinced that it will be neces- 
sary to add 5 billion dollars to 
planned spending on military pro- 
grams if this country is to be assured 
of safety and to carry out commit- 
ments already in force. Military offi- 
cials are deeply concerned over the 
demonstrated weakness of U. S. allies. 
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Francisco Franco, the Generalissimo 
of Spain, is getting more and more at- 
tention in U.S. military planning. A 
good many questions are being raised 
about security of American bases in 
French areas of North Africa, with 
more interest now shown in Spain, 
where the regime is more stable. 
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Pierre Mendés-France, Premier of 
France, will be in search of more gift 
dollars when he pays his visit to the 
United States. The French, without 
a war in Indo-China, will want to get 
as many dollars as they got in war’s 
last year, when U. S. footed two thirds 
or better of the war bill. Inside betting 
is that Mendés-France will get the 
dollars he wants. 
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Mr. Eisenhower, for at least one more 
year, is to put dependence upon a big 
supply of dollars that can be given 
away as a means of holding allies. 
There is no sign inside the Govern- 
ment that anybody is engaged in an 
“agonizing reappraisal” of this coun- 
try’s foreign policy. 
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John Foster Dulles, Secretary of 
State, with his White Paper on the 
loss of Indo-China, will give the full 







story, rather than an abridged version. 
Dean Acheson, former Secretary of 
State, with his White Paper on the 
loss of China, was charged with giv- 
ing a “slanted” version. 


x * * 


Gen. Douglas MacArthur is not being 
asked by the Administration for ad- 
vice on U.S. policy in Asia, although 
the General has had almost a lifetime 
of experience in that area and gave 
unheeded advice on Korea that since 
has been proved to be right. 


~*~ * * 


U.S. strategists, in shaping plans for | 


the future, are tending to place less 
dependence upon bases overseas and 
more upon bases in U.S. territory. 
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Sir Winston Churchill, Konrad Ade- 
nauer and Syngman Rhee—three men 
in power and all friends of U.S.— 
are close to 80 years of age and with 
rather positive ideas. President Rhee, 
visiting Washington, was heard to 
refer to Sir Winston as “that poor old 


man who thinks he’s fighting the | 


Opium Wars.” 
xk *& 


The hands of top-ranking White 
House officials are seen in maneuver- 
ings that related to the effort in the 
Senate to censure Senator Joseph Mc- 
Carthy. Almost all on the White 
House official staff are described as 
unsympathetic to the Senator. 


x * * 
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Ho Chi Minh’s absence from cere-¥ 
monies and the lack of recent pictures | 


of him convinces U. S. officials that he 
may be dead in spite of the fact that 
public messages of congratulation 


have been addressed to him by other § 


Communists. Americans wonder why 
Ho, after a big victory in Indo-China, 


does not show up in public or at least © 


in new pictures. 
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110-foot helping hand with 40-ton Muscles ... 


Contractors made good use of a MARION 372 special lifting crane when they gave 
Route 5 a big lift in the heart of Buffalo. Twenty-five piers, up to 95 feet high and scattered 
over .7 of a mile, are part of the $10,000,000 viaduct to. put busy arterial traffic “up-stairs.” 
Resourceful use of steel shapes supported by jacks helped simplify preparation of forms for 


reinforced concrete cross beams. 


One of the busiest machines on the job was a MARION 372 with a “ 
100-foot boom and a 15-foot jib. Moving 10-layer scaffolding units, | | 
big sections of forms and materials for caissons were typical | | 


assignments. The operator praised the high-speed independent 
power boom hoist that can be accurately controlled for ‘\ 












spotting and setting loads, and the stability of the 
machine on its long, wide crawlers. Why not talk with 
your nearest MARION Distributor about 

the jobs MARION machines can do for you? 


a 
MARION 


MARION POWER SHOVEL CO. 
Marion, Ohio, U.S.A. 


from 1 cu. yd. ta 60 cu. yde. 


OSGOOD-GENERAL, a subsidiary, manufactures excavators 
in sizes from 14 to 24 cubic yards, truck cranes from 15 to 


25 tons, Mobilcranes from 25 to 45 tons and log loaders. * 














SINCLAIR OIL CORPORATION °°: 


Sinclair has long been known for its public ser- 
vice films. Its latest production, “500,000 to 1,” dra- 
matically portrays man’s eternal struggle against 
the insects . . . shows the more successful methods 
now being used to combat them. Dedicated to 
professional entomology, which is celebrating its 
100th Anniversary in 1954, this full-color movie 
was made with the technical assistance of the Bu- 
reau of Entomology, Department of Agriculture. 


In 1948, Sinclair produced “Miracle in Paradise 
Valley”. Promoting safety on the farm, this film 
won three top awards. Outside industry has pur- 
chased 1,386 prints to pro- 
mote safety in some of 


the largest manufacturing 





SINCLAIR 
A Great Name in Oil | 


600 FIFTH AVENUE ° 





plants. It has been exhibited to an audience of 
over ten million and is still in demand for televi- 


sion showings. Other films have included “Treas- 
ure Farm”—telling how to restore soil fertility and 
shown at thousands of farm meetings. Another, 
“Never Too Late”, carries an impressive tribute to 
farming as an occupation and a way of life. 
These Sinclair public service films have helped to 
aid agriculture and have contributed to the con- 
servation and appreciation of our country’s natu- 
ral resources. 

Free Booklet: Sinclair’s four color booklet, “500,000 
to 1”, the story of man’s 
struggle against insects, 
is yours for the asking. 








NEW YORK 20, N. Y. 
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As a result of tax-law rewriting now taking effect: 

Risk taking again is encouraged somewhat. Success can command somewhat 
more reward. Trouble, when it develops, can be cushioned. 

Tax policy, once again, is geared to revenue raising, not to working some 
social purpose, or to accomplishing a punitive purpose. 

New Deal tax philosophy, in effect, is scrapped. 








Businessmen are encouraged by new tax laws in many ways. 

Dividend income is given moderate tax relief. Equities in business are 
made a little more attractive as a result. Investment is attracted. 

New plant and equipment can be charged off faster against income. 

Losses, if they occur, now can be offset against two years of earnings of 
the past as well as against five years of earnings of the future. Recession 
seems less fearsome with this cushion against a period of bad times. 

Earnings from now on can be retained to build up a business without fear of 
punishment. Family enterprises can be protected against forced sale to pay 
death taxes, through special tax treatment for some insurance plans. 

A going business will get many breaks under the new law. 








Tax rates, however, will continue to be high for almost everybody. 

Tax cut of 5 per cent for individuals, talked about, is unlikely. 

Cut in corporation tax from 52 per cent to 47 per cent, scheduled to take 
effect next April 1, may have to be avoided or delayed. 

Top tax on long-term capital gains, previously cut from 26 per cent to 25 
per cent for individuals, is not likely to be cut further in the future. 

Trouble is that the revenue needs of Government will remain very high. 
Budget deficits, instead of shrinking, are likely to grow under present taxes. 








The catch is simply this: Military spending at present is based wpon the 
theory of no war and a stronger alliance to provide defense. Actually, this 
country is being forced to look more to its defenses on its own, to count less 
upon allies. Military planners are going to advise that more money, not less, 
will have to be spent if U.S. wants to be safe in an unsafe world. 

The choice ahead: Cut taxes more and take a chance, or pay high taxes, meet 
the military problem and try to keep the budget in fair shape. 

Odds are that the country will favor a policy of safety. 








Policy trends in U.S. are giving big breaks to older people. 
Tax law gives new deductions to those over age 65. Annuity income gets 
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favored treatment. Old-age-insurance benefits are being raised. 





Union pressure is forcing company pensions higher. Seniority, more and 
more, gives job protection to the older worker, leaves the younger insecure. 

A couple, aged 65, soon will be eligible for old-age-insurance benefits as 
high as $162.80 per month. Company pensions often run to $100 on top of that. 
That's $262.80 per month. The retired person, in addition, has his savings, 
plus the right to earn around $100 a month and still-.draw a pension. 

Result: Maybe $100 a week of income for many a man in retirement. 








What it means in practical terms is this: 

Old people, a problem group 20 years ago, are a favored group today. 

People in retirement, once a problem for their children, often are a big 
market for businessmen today. Parents no longer are so dependent upon the 
children. Usually there is money for a car of their own, maybe for a house, 
where neither could be afforded in the past. 

Living standards, often, can be higher in retirement than in a job. 











It's the young man whose future is more clouded today. 

Draft slows the youth starting in life. Seniority assures the best 
jobs and job protection to the older man, often denies it to the younger. 

Unemployment, when it comes, hits the young man first. 

Tax laws give the breaks to age, deny them to youth. Annuities, worth from 
$10,000 to $20,000, are almost given to many old people under the Social 
Security laws. Young people, with a lifetime of pay-roll taxes ahead of them, 
may more than pay for annuities that they are promised for a distant future. 

Old people, through wars and depressions they accepted, are saddling the 
young people with very high taxes, with very high debts, with an unstable world 
that youth is likely to have trouble trying to straighten out. 

Laws, today, are made and executed by old men very often in the interest of 
old men. Youth fast is becoming today's problem group. 





Under new laws that Eisenhower wanted, Congress has approved: 

Aid abroad will continue as big, or biggcr than ever. rN 

Old houses now can be sold on mortgage terms comparable to new-house terms. 
New houses are asSured mortgage terms that encourage sales. 

Building boom, already strong, is underpinned by-easier credit. 

Private business can get into the atomic-power field. New devices or new 
uses involving atomic energy can be patented privately. Atomic materials will 
continue to be Government owned, licensed to private users. There's 
encouragement for private enterprise to enter this field. 

Social Security tax will be applied to $4,200 of income, against $3,600 now. 

Spending by Government will continue high. St. Lawrence Waterway will be 
built. Road building will be expanded over years ahead. 

But: Postal rates on letter mail will not rise. Labor laws will nct be 
changed. Hawaii and Alaska will not become States. 

















People in U.S. now hold more than 205 billion dollars in savings--in 
checking accounts, savings accounts, currency, Government bonds. 

That's an all-time high. If people should start to turn part of those 
liquid savings into goods and services, things then might hum. 
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FOR PARTNERSHIPS 


Low premium rates for the ‘‘Whole Life’’ 
policy make it excellent for partners 
who want to protect themselves and their 
families against loss. Under a business 
purchase agreement, should one partner 
die, his heirs receive immediate cash—the 
surviving partner retains the entire 
business. While both live, their policies 
accumulate high cash values. 















































FOR CORPORATIONS 


A substantial face amount of ‘“‘Whole 
Life’’ policies assures immediate cash to 
absorb losses caused by death of key 
executives. On stockholders in closed 
corporations, policies guarantee protection 
for heirs and at the same time keep 

stock within the company in accordance 
with a stock purchase agreement—pre- 
venting “‘outsiders” from gaining control. 





Why todays executives find this 
New York Life policy outstanding 
jor every business life insurance need... 


New “Whole Life’’ policy combines substantial protection, early high cash values and low net cost ! 





FOR SOLE PROPRIETORSHIPS 


Again, low premiums make it ideal for 
an owner who wants his business, as 
provided for in a will, to stay in the 

family if he dies. His heirs will receive 

cash to pay debts and taxes, hire help, 

prevent selling at a loss. And while he 

lives, he has a growing source of cash for 
business needs or for retirement. 
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New York Life 


Insurance Company 





The New York Life Agent in Your Community 
is a Good Man to Know 


EADING businessmen everywhere are recognizing the excep- 
tional advantages this new ‘‘Whole Life”’ policy offers their 
firms, their families and themselves. 


It has a minimum face value of $10,000 . . . making economies 
possible which are passed on to policy owners in unusually low 
premiums. For example: the standard annual premium rate per 
$1,000 is only $17.59 when issued at age 25; $23.59 at 35; $33.64 
at 45; $50.46 at 55. At most ages, waiver of premium and double 
indemnity are available for slightly more. And dividends can be 
used to further reduce the low premiums. 


Low as the premiums are, cash values build quickly —equal to 
the full reserve after only seven years. At end of the seventh 
year, for example, the cash value of a policy taken out at age 25 
is $92 per $1,000; at 35, $123; at 45, $164; at 55, $213. 

This new policy may be purchased up to age 70 throughout 
the U. S., Alaska, Hawaii and Canada. New York Life is 109 
years old and is one of the strongest legal reserve life insurance 
companies in the world. 


MAIL THIS COUPON TODAY! 


New York Life Insurance Company, Dept. U-4 
51 Madison Avenue, New York 10, N. Y. 
(In Canada: 320 Bay Street, Toronto, Ontario) 


Please furnish me, without any obligation, full information on 
your new Whole Life insurance policy, minimum amount $10,000. 


NAME AGE 





ADDRESS. 
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City __ZONE STATE. 
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Or THk week 


> ADMiRAL FELIX B. STUMP, who 
disclosed last week that U.S. naval 
forces off Southeast Asia have standing 
orders to be “quick on the trigger” when 
threatened, will be in the driver’s seat if 
Chinese Communists start trouble with 
the U.S. The Admiral is Commander in 
Chief of land and air forces as well 
as fleets in all the Pacific except Japan 
and Alaska. Patrolling the most explo- 
‘sive area, where U.S. naval planes shot 
down two Chinese attackers, was Task 
Force 70—four aircraft carriers, screened 
by eight destroyers. 

Air power is Admiral Stump’s trade- 
mark. He was among the first of naval 
fliers, got his wings in 1920 after World 
War I sea service that followed his gradu- 
ation from Annapolis in 1917. Between 
wars, he mastered aircraft technology, 
experimented with torpedo planes on the 
U.S.S. Langley, concentrated on aero- 
nautics in both sea and shore duty, 
tailoring his future around the role of 
naval aviation. 

In World War II, he commanded the 
carrier Lexington in half a dozen battles, 
later directed a carrier division at Oki- 
nawa. Two years ago, he directed tactics 
in nine-nation Allied sea maneuvers in 
the Atlantic. Now, as top man in the 
Pacific, he is taking no chances on sneak 
attacks. 


> JOHN L. McCLELLAN, winning Demo- 
cratic nomination for a third term as a 
U.S. Senator from Arkansas, put a dent 
in an apparent “liberal” trend that has 
popped up this year in other Democratic 
primary elections in the South. The man 
he defeated, former Governor Sidney Mc- 











Math, is a friend of former President 
Truman and a champion of the Truman 
“Fair Deal” ideas. 

With almost 12 years in the Senate be- 
hind him, Senator McClellan has acquired 
a reputation as an effective, though quiet, 
operator in politics. His training in poli- 
tics began at the county-courthouse level. 
His father, a rural lawyer, gave him legal 
training and the future Senator was ad- 
mitted to the bar when only 17. He was 
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ADMIRAL FELIX B. STUMP 
The orders: Be quick on the trigger 


> SYNGMAN RHEE, while exiled in Washington, was ignored, called a 
“pest” for cornering U.S. diplomats, Congressmen, White House bigwigs 
to demand aid for Korean independence. Returning last week after six 
years as Korea’s President, he was consulted by diplomats, listened to by 
Congress, welcomed—with Mrs. Rhee—by President and Mrs. Eisenhower. 








a county prosecutor and U. S. Represent- 
ative before getting a Senate seat. 

In recent months, Mr. McClellan has 
received attention as a critic of the way 
in which Senator Joseph R. McCarthy 
(Rep.), of Wisconsin, investigates Com- 
munism. As ranking Democrat on the 
McCarthy committee, he played a major 
part in hearings on the dispute between 
Mr. McCarthy and civilian Army offi- 
cials, will have a potent voice in the final 
report on those hearings. 


> ALLAN SHIVERS, Governor of Texas, 
a Democrat who helped elect a Republi- 
can President two years ago, now finds 
himself in political trouble. Ralph W. 
Yarborough, an Austin lawyer whom Mr. 
Shivers defeated handily in 1952, is 
challenging again as the candidate of 
“regular” Democrats, has come close 
enough to force a runoff on August 28. 

One thing that may count against 
Governor Shivers is that he is asking to 
stay in office longer than any other 
Texas Governor. He served all but six 
months of a term after, as Lieutenant 
Governor, he succeeded the late Beaufort 
Jester, has since been elected twice, now 
is seeking a third full term. 

Governor Shivers, only 46, had a 
swift rise in politics. The son of a 

(Continued on page 14) 
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The COMPANION 


reaches more 
married women 


| than any other 
| magazine... 


These women have larger families . . . more children. 






















They are your best customers . . . buying more now than 
they ever have or ever will again . . . and they depend 
on the CoMPANION! To find out how important they are 


' to you, get in touch with your COMPANION representative. 
* SOURCE: From the latest Starch Consumer Magazine Report 


Concentrate on the best ayears of a woman’s life with 


("0 MPANION 


THE CROWELL-COLLIER PUBLISHING COMPANY, G40 FIFTH AVENUE, NEW YORK 19, N. Y.— PUBLISHERS OF WOMAN'S HOME COMPANION, COLLIER'S, THE AMERICAN MAGAZINE, AND COLLIER'S ENCYCLOPEDIA 
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country lawyer, he hung around the 
courthouse as a boy, worked his way 
through law school, at 26 was the young- 
est man ever elected to the Texas Senate. 
In 1937 he married the daughter of 
John H. Shary, a wealthy landowner 
and real estate dealer who had promoted 
land sales in the Rio Grande Valley. 
Home from the wars—he was a major in 
Military Government in Italy—he ran 
for Lieutenant Governor in 1946, hasn’t 
been out of public office since. 


> GEORGE P. LARRICK wanted to be 
a doctor, studied chemistry, biology 
and other premedical subjects in three 
schools—Wittenberg College, Ohio State 
and George Washington universities— 





~Wide World 


GEORGE P. LARRICK 
. . . poisons to watch for 


but needed money to stay in college. To 
earn it, he took a “temporary” job in 
1923 as an -inspector for what is now 
the Sood and Drug Administration. The 
job became his career, and, last week, 
after 31 years’ service, Mr. Larrick 
was appointed Commissioner, to head 
all policing of the purity of foods, drugs, 
and cosmetics. 

An unfolding problem for him, under 
a new law signed just before his pro- 
motion, is to check up on poisons used 
to keep insects out of fruits and vege- 
tables. New pesticides must be proved 
safe. All are to be regulated to see that 
dangerous amounts of poison do not 
remain on foods when they reach your 
kitchen. 

Mr. Larrick complains that many of 
the pure-food regulations can be en- 
forced only on a token basis because 
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his staff of 200 inspectors and 170 
technicians is not being expanded. New 
products in the food and drug lines 
are pouring out in vast numbers. Some 
are dangerous or contaminated. For in- 
stance, he lists for last year 52 examples 
in which products had to be ordered 
off the market on a nation-wide scale. 


> HUMPHREY TREVELYAN is a man 
you may be hearing more about in the 
months to come. He is chargé d'affaires 
at the British Embassy in Peiping—and 
relations between Britain and China are 
taking a new turn. For months, Mr. 
Trevelyan was cold-shouldered by the 
Communist Government. Now there’s 
talk of British trade with China. Clement 
Attlee, leader of the British Labor Party, 
soon is to visit there. Mr. Trevelyan 
will be trying to promote closer British 
relations with the Chinese. 

He will not be a channel for U.S. 
messages to the Communist regime, how- 
ever. That was demonstrated last week. 
The U.S., not recognizing the Commu- 
nists, has no diplomats in Peiping, so it 
dispatched a sharp protest about Chinese 
attacks on U.S. planes via Mr. Trevel- 
yan. Dutifully, he delivered it. But short- 
ly the Chinese sent it back to him, said 
he must have left it by error. 

Mr. Trevelyan, 48, is a career man 
in the diplomatic civil service. Educated 
at Cambridge, he served in India for 
18 years, until India became independent, 
since has held posts in Iraq and in 
West Germany. The Foreign Office sent 
him to Peiping a year ago, in lieu of 
an Ambassador. 


> PAUL E. MILLER has been wrestling 
with farmers’ problems ever since he was 
graduated from Iowa State College in 
1911. Banking was no part of his early 
life or plans. But it came to be part of 
his career—and last week President 
Eisenhower nominated him to the Fed- 
eral Reserve Board. One reason for the 
nomination is that the seven-man board 
is supposed, by law, to include a repre- 
sentative with knowledge of agriculture. 

Mr. Miller has taught agronomy and 
operated experiment stations in Minne- 
sota most of his adult life. Since 1938 
he has been director of the agricultural 
extension service of the University of 
Minnesota. When drought and depres- 
sion hit farmers in the 1930s, he began 
taking an interest in farm credit, be- 
came Minnesota’s drought-relief chair- 
man in 1934, a director of the Fed- 
eral Reserve Bank in Minneapolis in 
1943. In 1950, he was a consultant in sur- 
veying agricultural services in European 
countries receiving U. S. aid. 













Now, at 65, Mr. Miller is moving to § 


Washington to begin a full-time job 
helping to regulate the nation’s bank- 
credit system. A Republican, he suc- 
ceeds R. M. Evans for a 14-year term. 


>GAMAL ABDEL NASSER secured 
himself in the affections of Egyptians 
last week by getting British agreement 
to remove all British troops from 
Egyptian soil. For the 36-year-old dic- 
tator-Premier, who was the driving force 
behind the 1952 revolution that ousted 
King Farouk, enthusiasm for the agree- 


ment means more popular support for § 


his regime. 
Ahead of him is a chance to build 
Egypt into a country of considerable 





PREMIER ABDEL NASSER 
. «+ prestige to bank on 


influence among nations of the Middle 
East. U.S. dollars in economic aid, 
frozen while Britain and Egypt dis- 
agreed, are to begin flowing. Nasser 
will get help with irrigation and indus- 
trial projects. Arms aid to ‘increase the 
power of the Egyptian Army also is 
expected from the U. S. 
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New agreements to tie Egyptian de- Lg 
fense into anti-Communist alliances ap- | 
pear to be on the way. Pakistan wants § 


to link Egypt with herself and Turkey 


in an alliance that, in turn, is tied in 9 


with the U.S. 


A Middle East defense pact, which 
Nasser blocked when it was offered as a 7 
way of settling the dispute with Britain, J 


is being achieved bit by bit. And Nasser, 
who became an Army officer to escape 


a poverty-stricken life, is a figure of 7 


risin,; power and influence. 


U. S. NEWS & WORLD REPORT, Aug. 6, 1954 



















Practically every 
‘} basic raw chemical 


«) awaits industry... 
“| in “TREASURE CHEST”’ land 














if : i here are enormous stores of raw chemicals in ‘“Treasure 
Chest” land... practically every chemical man needs to 
make the things he uses. Already names like Monsanto, 

id : Westvaco, Anaconda, Stauffer and Kennecott are delving into 
— these riches. But so far only the surface has been scratched. 

k Here in ‘Treasure Chest” land—the vast Utah, Idaho, 


Wyoming and Colorado area served by Utah Power & 
Light Co.—you’ll find: 


@ Every major basic raw chemical. @ Largest steel mill west of the 

© 60% of USA phosphate reserves. Mississippi river. 

© 214 different minerals. @ Intelligent and stable labor force. 

@ One-third of the nation’s copper. ®@ Sound diversified economy. 

® Largest proved uranium reserves © Healthful climate and low 
in the nation. humidity. 

® Greatest concentration of © Gateway to the rich, far west 
non-ferrous metal mills, smelters, market where America is 
refineries in USA. growing the fastest. 

@ Low-cost power, water, fuel. @ Plus... plenty of ‘elbow room.” 


@ Write, wire or telephone for AREA RESOURCES BROCHURE 
“A Treasure Chest in the Growing West.” Inquiries held in strict 
confidence. Address W. A. Huckins, Manager Business Develop- 
ment Department, Dept. 4, Utah Power & Light Co., Salt Lake 
City 10, Utah. 


UTAH POWER & LIGHT CO. 


A Growing Company in a Growing West 





——— 
UTAM POWER 
& LIGHT CO 



































The most important 
“Additive” a gasoline 





can have! 





Improved gasolines come from improved 
refining units. That’s why we at Lion Oil 
have recently “‘added”’ new refining units 
—the most modern-type in America. We 
believe these up-to-date facilities repre- = 
sent the most important “additive” a 
_ gasoline can have. i 


Today, motorists throughout Lionland 
are enjoying the 100% Power and im- 
proved performance which these great 
new gasolines make possible. And 

















TI ‘ 
as ‘ 





























Lion Oil is already looking ahead .. . asia 

planning for even better ways to ~ EE 
bring our customers the best prod- is 
ucts possible. ini: BC 
In all of our operations-—petro- * » C 
chemical and petroleum—-there +4 g 
is but one goal: constant im- , 
provement. That is the way ; v 

we can best contribute to a i 3 
bright future for all. — e 4 
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KEEP YOuR EYE ON..-> ; fT 


LION OIL COMPANY | : 


EL DORADO, ARKANSAS 
A Leader in the Exciting New Field of Petro-Chemistry . . . Producer of More Than 60 Petroleum 


and Chemical Products for Transportation, Industry and Agriculture ...and More To Come. 
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SUDDEN WAR— 
HOW IT CAN COME 


Tinderboxes Remain All Around the World 


Communists with itchy trigger fingers are 
put on warning now that another ‘incident’ 
in the wrong place can mean immediate war. 

Orders to U.S. forces, despite new plans 
for ‘coexistence,’ are to shoot back fast if at- 
tacked. No O.K. from Congress is needed. 

Danger is greatest where U.S., Communist 


The threat of sudden war is being 
mixed in with the latest plans for “coex- 
istence” between Communist and non- 
Communist worlds. 

A flash of war danger came when 
Communists shot down a British passen- 
ger aircraft off Hainan Island. Danger 
rose when American search planes, fired 
upon, shot down two Communist 


Sudden war could flare, involving 
U.S. forces without any further orders 
from Washington, in any of half a dozen 
spots in today’s world. 

In Korea, for example, a sudden Com- 
munist attack anywhere along a 140- 
mile “truce line” automatically will touch 
off a shooting war involving at least 


forces are at close quarters—in Germany, 
Korea, Austria, Berlin, the Kuriles, Formosa. 
But threat of war is just as real if shooting 
attacks hit any of 39 countries where U.S. is 
firmly committed. Shoot-back order may apply | 
in 21 other places, too. 
A realistic look shows where risks are now. 


six U.S. combat divisions committed 
there. These American forces now are 
under standing orders to shoot back, 
resist any attack, jump into a shooting 
fray if assaulted. No action by Con- 
gress or the White House is needed 
for the United: States to become involved 
in sudden, full-fledged Korean war again, 
one with most previous restrictions 





warplanes. 

At this time, all around the 
world, U.S. troops, U.S. combat 
planes, U.S. warships find them- 
selves up against Communist mili- 
tary forces. 

All these places are tinderboxes 
that can be lighted by the slightest 
spark. 

A trigger-happy Communist 
shot down a British craft in the 
latest “incident.” Previously, Reds 
had shot down or forced down 
nine American aircraft, sometimes 
with loss of life. 

Today, in a world trying to prac- 
tice “coexistence,” Americans in 
danger areas are under orders to 
shoot if threatened. The directive, 
paraphrased, is this: “You do not 
have to wait until your head is 
shot off before shooting back.” 

An attempt to get along with 
Communists in peace, in other 
words, is to be tried out against 
what officials recognize as a back- 


HERE’S THE RECORD ON 
COMMUNIST AIR ATTACKS 


April, 1950: Unarmed U. S. Navy plane shot 


down over Baltic, 10 lost. Protest. 


June, 1951: Two U. S. jets forced down by 


Czechs, held for a month. Protest. 


November, 1951: American P2V shot down 


over Sea of Japan, crew lost. Protest. 


November, 1951: C-47 transport forced down 


in Hungary, crew ransomed. Protest. 


October, 1952: B-29 shot down off Russian- 


held Kuriles, 8 lost. Protest. 


March, 1953: Jet F-84 shot down in U. S. 
zone of Germany by Czech MIG. Protest. 


March, 1953: Weather plane attacked by 


Soviet MIG near Siberia. Protest. 


July, 1953: RB-50 shot down off Siberia, one 


of 17 crewmen rescued. Protest. 


July, 1954: British transport shot down off 
Hainan, 10 lost. U. S. planes go to the res- 


cue, shoot down two Communist fighters. 


removed. 

In West Germany, it’s the same 
story. A Communist attack some- 
where along the 300-mile border, 
and U.S. instantly will be at war, 
with the equivalent of six Ameri- 
can divisions in the front lines. 
Orders are to shoot back without 
asking questions or waiting for in- 
structions. 

In Berlin, other U.S. forces are 
committed to keep supply lines 
open to what is, in effect, an iso- 
lated outpost deep within Com- 
munist territory. A Communist 
crackdown on that U.S. garrison 
or on those supply lines, and Amer- 
icans are authorized to use force, if 
necessary. Quick shooting war 
could be the outcome. 

In Austria, about 10,000 Ameri- 
can troops are standing guard, face 
to face with sizable Russian forces 
and under orders to shoot back if 
any trouble starts. 

Around Formosa, where several 











ground of real danger. 
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small islands already have changed 
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hands a number of times, a Communist 
attack on the main island will mean sud- 
den war for the United States Seventh 
Fleet, committed to defend that island. 
If the Communist attack persists, U.S. 
air power is almost certain to be thrown 


in as well. Such an attack is currently : a \ | a" 
being threatened by Communist China. Wh a r € } N (| y) F N i 
Around Northern Japan, shooting war . 


also could be touched off quickly by 


“incidents” in the air. Russian combat 
planes, based on the Kurile Islands only 
a few miles from U.S. bases in Northern 0 U ' ai r U en dj 


Japan, already have shot down at least 
two American planes in that area. U.S. 

pilots now are under orders to shoot 

back if attacked. 

A Communist attack in any of these 
areas of the world, and shooting war can 
come almost instantly and automatically. 

American forces already are committed 

there, under standing orders to shoot 

back, and ready to fight in the air, at 1”, 

sea or on land if an attack comes. _ 4 =r American and South Korean 

Nor is this all. The new attempt at ~~ ‘ j troops face Communists along 
“coexistence” also will end in sudden —_ : ' ; an uneasy truce line. A false 
war involving U.S. forces if Communists ~~ ‘. ~ move on either side, and 
fire away at any other country that this — shooting could flare. 
nation is committed to defend. 

As of now, the United States is 
signed up to defend 10 nations of West- 
erm Europe, to consider an attack on any 
of them an attack on the U.S. That 
means “instant retaliation” by U.S. 
bombers, probably with atomic weapons, 
plus a firm commitment to use U.S. 
combat forces to fight back, if any one 
of these countries is attacked. An O. K. 
by Congress for sudden war in this event 
already is given, in the North Atiantic already have shot down U.S. 
Treaty Organization agreement of 1949. planes based near by on 

A firm agreement to go to war if at- ‘ Hokkaido. U.S. jets now 
tack is launched on Greece or Turkey have orders to shoot back 
also has been made by this country, ap- if attacked. 
proved in advance by Congress in 1950. 

In addition, Canada and all 20 coun- 
tries of Latin America have the name of 


the U.S. on the dotted line to “assist “8 : 
in meeting the attack” if it should come GERMANY ¥ 
there. The Philippines, Australia, New “7 4 
Zealand and Japan also have firm U.S. : All along a 300-mile border, 
commitments in writing that will bring — , Americans face Russian troops. 
American forces into war against Com- A threatening move—and 
munists if any of these countries is fighting could break out. 
attacked. 

An unexpected Communist attack on 
any of 39 nations scattered across six 
continents, in other words, will auto- 
matically commit U.S. to go to war now, 
despite all attempts at “coexistence.” 

Besides all these hard and fast treaty 
pledges, the United States has incurred 
less binding, but still obligating, respon- 
sibilities in other vast areas, that carry 
the threat of war if Communists begin 
shooting there. 

U.S., for example, now has mutual 
defense-assistance agreements—calling for 
provision of arms on a variety of terms— 


ed: ots 








Showdown could come in the 
air here. Planes from Russian- 
held bases just north of Japan 


"Photos: Defense Department and Wide World 
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Communists, with a big air 
build-up, are threatening this 
island. Nationalists, with U.S. 
aid, are harassing the main- 
land. U.S. is committed to 
protect Formosa. A Communist 
attack—and fighting 

could start. 
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Here is another Germany, 
where troops of Russia rub 
elbows with U.S. forces. 
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fighting back, chance war. 



















Exposed American troops, up 
against Communists, can be 
isolated. An order by Russia— 
and once again U.S. might 
face the issue of using force to 
keep open lines of supply. 








Russian submarines prowl the oceans. Russian and Chinese 
warplanes patrol broad areas, occasionally shoot down Western 
planes, killing Americans. U.S. armed forces, 
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with Spain, Sweden, Yugoslavia, Ethi- 
opia, Iran, Israel, Liberia, Saudi Arabia, 
the Union of South Africa, India, Paki- 
stan, Thailand and Nationalist China. 
The U.S. also has mutual-security agree- 
ments with Iraq, Jordan, Lebanon, Nepal, 
Afghanistan, West Germany, West Aus- 
tria and Trieste. 

War is not so certain to involve this 
country if any of these 21 places come 
within the Communist line of fire. But 
the American money and military aid 
poured into these areas make it plain 
that the U.S. regards them also as im- 
portant to its security against Russia. 
U.S. troops, in fact, are stationed in 
many of these countries. U.S. forces, as 
a result, are very likely to be involved 
if war is touched off in this vast area. 

A sudden “incident” created by a 
cocky satellite force, thus, could touch 
off an immediate war—limited or unlim- 
ited—anywhere in the huge, 60-nation 
area that U.S. now has undertaken to 
defend. That area covers roughly 50 per 
cent of the world’s land area, contains 60 
per cent of the world’s population. 

“Incidents” can occur at sea, too. U.S. 
planes already have been shot down in 
the Baltic Sea, in the Sea of Japan and 
in waters near Siberia. Orders now are 
to shoot back, no matter where attacked. 
Communist submarines, moreover, are 
known to prowl the seas everywhere, 
able to sink Western ships, shoot down 
Western planes, even attack coastal areas 
at will. There are reports, too, that a 
Russian surface fleet is sailing toward 
the troubled waters around Hainan. 

Communists, attacking U.S. rescue 
planes off Hainan, are put on warning, 
by the prompt U.S. reaction in shooting 
down the two attacking aircraft, that 
this country means business. Indiscrimi- 
nate attacks are not to be tolerated, de- 
spite the new attempt at “coexistence.” 
Defense lines around the world, too, are 
clearly indicated in most cases, clearly 
implied in others. American pilots, 
ground troops and naval forces are ready 
to act, if necessary. 

Danger of sudden war, under those 
circumstances, is being taken as a cal- 
culated risk under the new policy of 
trying to get along in peace with the 
Communist world. Communists are told, 
in effect, that war will not start unless 
they start it, but an attack almost any- 
where will be resisted promptly and with 
force. 

The warning is out, in other words, 
that itchy Communist trigger fingers can 
easily lead to full-fledged war, regardless 
of new plans for “coexistence.” 


Text of statements by President Eisen- 
hower, British and Communist China 
officials on the Hainan shooting “‘inci- 
dent’’—page 57. 
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A-Bombs in Red China? 


Growing Air Power Forces U.S. 
To Move Bases 1,300 Miles 


Does Red China have atomic 
bombs? Why are Russia and 
China building up their air 
strength in Northeast Asia? 

Big U.S. bomber bases in Ja- 
pan and Okinawa were only 70 
minutes away from these rein- 
forced Communist airfields. Now 
U. S. is moving its bombers 1,300 
miles farther away, to Guam. 

This is the story behind this 
strategic move. 


TOKYO 


A threatening build-up: of Commu- 
nist air power is going on in Asia. Red 
China is even reported getting atomic 
bombs from Russia. 

This is the story behind the recent 
shift of United States strategic bomber 
planes in the Pacific from bases in Oki- 
nawa and Japan to the island of 
Guam, 1,300 miles to the south- 


two Communist nations had 700 speedy 
IL-28 twin-jet bombers spotted around 
the perimeter of Northeast Asia. They 
may have more now. These bases are 
only 70 minutes’ flying time from U. S. 
bases in Japan and Okinawa. The map 
on this page shows the danger. 

A surprise attack by the Reds might 
overwhelm the highly trained but great- 
ly outnumbered U. S. Far East Air Force. 
American bombers, it is feared, probably 
would not even get off the ground. 

The idea now is to shift American 
bombers to safer, more distant bases in 
Guam, which provide greater mobility, 
and, if war comes, to use Japan and Oki- 
nawa only as refueling bases. 

This is being done by deactivating the 
Far East Bomber Command, which had 
three wings of B-29 medium bombers 
in Japan and Okinawa. In its place, a 
new Air Division has been set up in 
Guam, under the Strategic Air Com- 
mand. Instead of the older B-29s, Guam 
is getting B-50 medium bombers and 
may later get the powerful jet B-47s. 


Under its rotation policy, SAC is sending 
wings to Guam for brief periods, then re- 
placing them with other wings from the 

. S. In this way, more pilots become fa- 
miliar with the Pacific area and in an 


emergency a large, experienced force 
could be assembled quickly. 

The report that Russia has given A- 
bombs to Red China is so far uncon- 
firmed. If true, in the view of Western 
strategists, the purpose of such a move 
would be to enable Red China to wage 
atomic war without Russia’s becoming di- 
rectly involved. This could extend widely 
Russia’s ability to wage local wars with 
satellite troops, draining Western military 
power while saving its own. 

Even if the A-bomb report is not true, 
it gives the Chinese a propaganda weap- 
on—the claim that they, too, now have 
the power of “massive retaliation.” 

Another aerial build-up also is going 
on in Asia. Russian and Chinese air 
forces there are acquiring large numbers 
of the new Soviet MIG-17, a jet fighter 
faster and with considerably more range 
than the MIG-15 that the United Na- 
tions forces encountered in the Korean 
war. The MIG-17 has a top ceiling of 
more than 60,000 feet and it is suspected 
of having a new electronic sighting sys- 
tem copied from U.S. F-86 Sabre jets 
shot down in Korea. 

Although spotted in Korea late in the 
war, the MIG-17 was never lured into 

combat, and its fighting potential 





east. 

If war should break out sud- 
denly, military planners reason, 
America’s medium bombers would 
be much safer from surprise at- 
tack—and from A-bombs—in Guam 
than at their former bases near the 


fectiveness in bombing the main- 
land, according to this view, would 
not be seriously impaired. 

The Communist air-force build- 
up that prompts this defensive 
move is known to have been going 
on for many months. 

Since January, Russia and Red 
China have doubled their com- 
bined air forces along the northeast 
coast of Asia—on the Soviet island 
of Sakhalin, in Manchuria and in 
Northeast China. The combined 
Communist air forces in these areas 
are estimated now at 7,500 aircraft 
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Communist mainland. Yet their ef- a 
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Communists build up air 


is as yet unknown to the West. 
But U.S. Air Force officers suspect 
that it may be a match for the 
U.S. Sabre jets that so consistent- 
ly outfought the old MIG-15 in 
Korean air battles along the Yalu 
River. 

Communist North Korea’s Air 
Force is known to have acquired 
a number of these MIG-17s de- 
spite the truce ban on shipping 
new military equipment to Korea. 

As a result, Gen. John E. Hull, 
commander of the U.S. Far East 
Air Force, is urging Washington to 
send to Korea some of America’s 
new F-86D jet fighters, which are 
faster than the older E and F 
models that fought in the Korean 
war. The F-86D, an all-weather 
version of the Sabre jet, also can 
fire rockets. 

General Hull’s argument is this: 
U.S. has evidence that Commu- 





of all types. This is three times as 
large as the entire U.S. Far East 
Air Force. 

While the American Air Force in 
this area is top-heavy with trans- 
“port planes, the Russians and 
Chinese have concentrated on 
fighter-interceptor planes and twin- 
jet light bombers. Last January, the 
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strength in Northeast Asia — 
U.S. pulls bombers back from 
Okinawa and Japan to Guam 
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nists are violating the truce by 
bringing in new planes, so why 
should U.S. be bound by the 
agreement and suffer by using 
older equipment? 

The Red build-up of air strength 
in Asia, in the view of some Air 
Force officers, adds force to this 
argument. 
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Inside Story: 





HOW NEAR U.S. CAME TO WAR 


Are the Facts of America’s Role in Indo-China 


Here 


Everything from the truce in 
Indo-China to a world war no- 
body wants is being blamed on 
the U.S. The record, however, 
shows it's just not so. 

Idea that the U.S. was on the 
verge of a shooting war is not 
supported by the record. U.S. 
Joint Chiefs did not recommend 
intervention. Nor did Britain 
keep U.S. from starting a war. 

What actually happened is 
told in the following answers. 


Questions are being asked about the 
responsibility of the United States for 
the truce in Indo-China. 

It is reported, both in the United 
States and abroad, that the U.S. was on 
the verge of entering the shooting war 
in Indo-China, that the U.S. let its allies 
down, that the U.S. first promised to 
intervene in the war and then backed 
out. 

The questions being raised, and the 
authoritative answers, are these: 


Did the U.S. Government ever pro- 
pose that this country should send its 
armed forces into the shooting war in 
Indo-China? 

No. No such proposal was made by 
the U.S. Government. 


Didn’t the French formally ask the 
U.S. to get into the war? 

No, not formally. One government 
makes a formal request of another on a 
matter of this kind only when an affirm- 
ative reply is expected. That’s diplo- 
matic procedure. In this case, the French 
made no formal request, for they had 
learned that, if such a request were 
made, it would be rejected. 

Actually, the French twice sounded 
out the U.S. on the possibility of getting 
U.S. military intervention in the Indo- 
Chinese war at the time of the battle 
for the fortress. of Dienbienphu. 

First, on April 3, the French asked 
about the U.S. attitude toward provid- 
ing air support for Dienbienphu from 
U.S. Air Force bases at Clark Field in 
the Philippines. 
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COMMUNISTS MARCH PRISONERS FROM DIENBIENPHU 


) 
—United Press 


What went on while the battle was raging? 


Again, on April 24, they asked for 
the American position on intervention. 


Then they really did ask us to get into 
the war, didn’t they?’ 

No, not quite. This, for example, is 
what happened the second time: 

Georges Bidault, then the French 
Foreign Minister, took Secretary of State 
John Foster Dulles aside at a meeting of 
the North Atlantic Treaty powers in Paris 
on April 28. Mr. Bidault told Mr. Dulles 
that he had a message from Gen. Henri 
Navarre, then the French Commander in 
Chief in Indo-China. General Navarre 
said the French plan for defending Indo- 
China would have to be abandoned un- 
less he got U.S. air support for Dienbien- 
phu. Mr. Bidault asked what Mr. Dulles 
thought about that. 

Mr. Dulles, in a written reply deliver- 
ed the next day, referred to the “massive 
air support” wanted by General Navarre. 
This, he said, would mean U.S. interven- 
tion in the war and would require the 
prior approval of the U.S. Congress. 





Congressional approval, he told Mr. 
Bidault, could not be obtained “in a mat- 
ter of hours.” It probably would be 
denied, he said, unless the U.S. move 
into shooting war were in co-operation 
with other nations “vitally interested.” 
Mr. Dulles also said he had received mil- 
itary advice that even a massive air at- 
tack could not save Dienbienphu. 

That was that. On the basis of this in- 
formation, Mr. Bidault did not formally 
ask for U.S. intervention. 


Hasn't it been printed that the U. S. 
was on the verge of war, that President 
Eisenhower was considering an air strike 
on Indo-China for April 28? Didn’t the 
French Premier confirm that? Didn't 
Prime Minister Jawaharlal Nehru of In- 
dia confirm it too? 

Well, it was printed, yes, but not con- 
firmed. On the contrary, everyone who 
knew what had happened denied the 
printed report to anyone who asked. 

As for the French Premier, Pierre 
Mendés-France, he talked about it in 
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CHOU (LEFT) AND MOLOTOV (RIGHT) AT GENEVA 
. .. a situation to their liking 


the French Parliament when he was 
still just a member of the opposition, 
with no official information at all. He 
did not pretend to have any such in- 
formation. What he really said, as re- 
ported in the record of the French 
Assembly, was this: 

“The American press, better informed 
about the affairs which interest us than 
the French Parliament itself, has _re- 
vealed to us that the American interven- 
tion at Dienbienphu was to have taken 
place April 28, that the ships were en 
route loaded with atomic material, and 
that President Eisenhower was to have 
asked the necessary authorization from 
Congress on April 26.” 

Mr. Nehru’s “confirmation” was the 
same sort of thing. The Indian Prime 
Minister has no inside track to the White 
House. In his speech at Allahabad on 
July 11, as reported in the Indian press, 
Mr. Nehru said the world had come very 
near to a full-scale atomic and hydrogen- 
bomb war just about the time the Geneva 
Conference began. Mr. Nehru’s informa- 
tion, too, was based on news reports. 

A Washington newspaper that pub- 
lished the original reports picked up the 
two statements from the French and In- 
dian leaders and printed them, in part, 
as “confirmation” of the original news 
story. The newspaper simply left out Mr. 
Mendés-France’s reference to “the Ameri- 
can press” as his source. 


You keep hearing, too, that the U. S. 
Joint Chiefs of Staff recommended to 
the President that we get into the shoot- 
ing war: What about that? 
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That is wrong, too. In the first place, 
the Joint Chiefs don’t work that way. It 
is not and was not up to them to decide 
if the U.S. should intervene. That had to 
be a White House decision, subject to 
the approval of the U.S. Congress. 

What really happened was that the 
Chairman of the Joint Chiefs, Admiral 
Arthur W. Radford, asked his three fel- 
low members of the Joint Chiefs to seek 
agreement on a course of action to be 


taken in Indo-China if intervention 
were decided upon by a higher author- 
ity. Admiral Radford, personally, fa- 
vored limited intervention, but it was 
not up to him to decide on it either. 

Admiral Robert B. Carney, for the 
Navy, expressed concern about placing 
carriers in the crowded waters of the 
Gulf of Tonkin in Northern Indo-China, 
but agreed that it might be done to pro- 
vide carrier-based air support for the 
French forces there. 

Gen. Nathan F. Twining, for the Air 
Force, wanted to risk no U.S. planes or 
airmen on bases inside Indo-China, but 
felt that bombers could operate from 
Philippine bases against Indo-Chinese 
targets if required. 

Gen. Matthew B. Ridgway, for the 
Army, felt and said publicly that commit- 
ting of air and sea power would even- 
tually bring infantrymen into a war. He 
personally opposed intervention, but, 
again, it was not his decision. After 
General Ridgway had made it clear that 
he opposed use of U.S. land troops in 
Indo-China under any circumstances, he, 
too, agreed on the Air Force and naval- 
air course of action to be followed if 
intervention were ordered. 

Calculated risks considered by the 
Joint Chiefs were that Communist China 
might send its air or land forces into 
Indo-China if the U.S. intervened and 
that neutral India might be alienated. 
The Joint Chiefs also discussed the point, 
already emphasized by Secretary Dulles, 
that any U.S. intervention must be “col- 
lective” or “united” intervention, to in- 
clude not only British and French forces, 
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MILITARY CHIEFS RIDGWAY, RADFORD, TWINING AND CARNEY 


—United Press 


...no call for a shooting war 
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but also those of Asian powers that would 
agree to get together in common defense. 

But the Joint Chiefs did not, at any 
time, recommend to the President that 
the U.S. get into the shooting war. On 
the contrary, they were personally di- 
vided as to the wisdom of such a move. 


Is it true that we had carriers in Indo- 
Chinese waters? 

Not in Indo-Chinese waters, no, but in 
the South China Sea off Indo-China. Vice 
Admiral William K. Phillips, who com- 
mands the First Fleet, was there with 
Task Force No. 70.2 (a unit of Task 
Force 70). The two carriers of 70.2, the 
Philippine Sea and the Hornet, went 
into those waters on April 11 and June 
27, respectively. 

The movement of this force was part 
of normal Navy precautions in an emer- 
gency that could affect U.S. interests. 


What about the report that Britain’s 
refusal to go along was the only thing 
that kept the U. S. out of a shooting war? 

That is not supported by the facts, 
either. British refusal to give the French 
air and naval support for the Dienbien- 
phu action was completely separate from 
U.S. reaction to the idea. The British, 
like the Americans, felt it was too late 
for any such action to save Dienbienphu. 
But Mr. Dulles had no knowledge of 
the British reply until after he reported 
to the French on the U.S. attitude. 

Quite separately from all that, what 
the British did refuse to consider until 
after the Geneva Conference was Mr. 
Dulles’s proposal for talks about “united 
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U. S. NAVY CARRIER IN THE PACIFIC 
. .. ship movements were precautionary 


—-USN&WR Photo 


FRANCE’S BIDAULT WITH SECRETARY DULLES 
. .. the sounding was strictly informal 


action” in the defense of Southeast Asia. 
This had nothing to do with the Navarre 
report on the Dienbienphu emergency, 
but was a long-term proposal for the de- 
fense, not just of Indo-China, but of the 
whole area. The British did reject that 
and the idea had to be pigeonholed 
until after the truce. 


Is it true that the French and British 
told the Communists that there was real 
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danger of war with the U.S. unless the 
terms offered for a truce in Indo-China 
were reasonable? 

Yes, Premier Chou En-lai, of Commu- 
nist China, like Russia’s Foreign Minister 
V. M. Molotov, was well aware that the 
U.S. was less inclined to make a deal 
with the Communists than Britain and: 
France. It was quite natural for Foreign 
Secretary Anthony Eden of Britain, and 
Premier Mendés-France, too, to take ad- 
vantage of this in their negotiations. That 
was considered their business, not ours. 


So the idea that the U. S. was close to 
war might have been used by others in 
an effort to get better truce terms out of 
the Communists? 

It could be. But it was not so used 
by Americans, officially or unofficially. 


Can the United States be held respon- 
sible for the truce? 

The facts are otherwise. The U.S. 
stated its interest in united defense of 
Southeast Asia, in collective action with 
its allies and with the Asian non-Commu- 
nist countries. But the U.S. deliberately 
stood aloof from negotiating a truce in a 
war that was fought by the French and 
that the French wanted to end. The 
French made no commitments to the 
U.S. to keep fighting, nor did the U.S. 
ask them to do so. 


So the official records show that the 
U. S. never was on the verge of a shoot- 
ing war with Communist China over 
Indo-China? 

Yes. That is the record. 








U.S. News & World Report 







































ir 


we 


ar Bocas 


at hae = 


“WHAT DO YOU DO 
AFTER INDO-CHINA?” 


An Expert on the Ground Sizes Up the Problem 


Yee &2 eee a * 


Here, through the eyes of a seasoned war 
correspondent and trained observer, you get 
a candid, penetrating look at Asia in 1954. 

Robert P. Martin, Regional Editor for 
U.S. News & World Report, witnessed the 
climactic fighting in Indo-China—one of 
eight wars he has covered. His knowledge 


TOKYO 


ETS FACE 11, China and Russia definitely have the psy- 
L chological initiative throughout Asia now. Asian leaders 
have an unhappy knack for disregarding past history and 
they now seem convinced that Peiping stands for peace, 
trade and prosperity. Restoring confidence in American 
leadership in Southeast Asia is almost as important as halt- 
ing Communist aggression. 

As you know, I have spent months working through the 
whole area from Korea to the Indian Ocean. In practically 
every country, I was asked this or a comparable question: 

“Does the U.S. merely want to stop Communist ex- 
pansion and promote peace or is she more interested 
in promoting war in the hope of liquidating China?” 

Sometimes this reaches the height of irrationality. In 
Japan I heard no criticism of Chinese pilots shooting down 
an unarmed British air transport off Hainan. But, when 
American pilots shot down two Chinese pilots, several 
Japanese howled to me about “unprovoked aggression.” 

Let’s get to the immediate thing, the Indo-China truce. 
I am not generally defeatist but I am terribly afraid that 
all of Indo-China, for all practical purposes, will fall to the 
Communists sooner or later. Only a politically illiterate ob- 
server could possibly believe that partitioning Vietnam 
will save the country from Communist domination. 

Postponing Vietnam elections until July, 1956, can 
hardly lead to a permanent partitioning along Korean lines. 
In Indo-China the non-Communist areas are deeply infil- 
trated by the Viet Minh. As far as elections are concerned, 
the Communists know they would win in a walk. 

Even if truly nationalistic leaders did arise in the South 
and won elections there, they would be committed to re- 
unification of the country. That would mean coalition with 
the Communists. And coalitions with Communists seem 
always to meet the same unhappy fate—domination by 
Communists. 

In my opinion, either partition or nation-wide elections 


of China and the Pacific area comes from 
nearly 20 years of personal experience and 
observation. 

In this letter, written to his Washington 
colleagues with no thought that it would 
be published, Mr. Martin talks frankly of 
the frustrations and bewilderment Ameri- 
cans feel in trying to cope with the Com- 
munists in Asia. 


will result finally in the Communists’ controlling all of Viet- 
nam. Laos, also, is too heavily infiltrated by the Commu- 
nists to be considered capable of maintaining its independ- 


ence for long. Cambodia alone has a pro-Viet Minh mi- | 


nority still small enough to be manageable, provided the 
Cambodians get support from the outside. 

Only a bold man is willing to analyze the foreign policy 
of either Russia or China at the moment. However, permit 
me to be bold. On the strategic level, it seems to me that 
Communist objectives are obvious. 

They want to break up existing—or prevent the for- 
mation of new—security alliances. This they plan to do 
by posing as merchants of peace and by emphasizing the 
points of friction between the U.S. and Britain and the 
U.S. and France. They hope to persuade the West to re- 
lax its efforts to build up a strong defense against further 
Communist expansion. They want to expand trade with the 
West and broaden China’s diplomatic ties. 

The Chinese are underscoring their vast potential as a 
market for the two hungry trading nations now allied with 
the U.S.—Britain and France. I wouldn’t be surprised if 
Peiping began making overtures to Japan for a separate 
peace treaty or at least an economic agreement. 

The clincher on this analysis, it seems to me, comes in 
the military field. The Viet Minh were in position to step 
up tremendously their pressure on the French. Instead 
they chose, obviously on orders from either Peiping or 
Moscow, to forego further military gains. Only thus could 
they support their arguments that the Communists stand 
for peace. Continued and speeded-up war in Indo-China 
would only have driven France, Britain and the U.S. 
closer together, and certainly would have hastened forma- 
tion of an alliance in Southeast Asia. 

In this connection, Premier Chou En-lai’s trip to New 
Delhi and Rangoon made a great deal of political sense. 
Everything he said was designed to appeal to Asian na- 
tionalism and political aspirations. He portrayed both the 
U.N. and the proposed Southeast Asia defense pact as or- 
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ganizations to preserve Western colonialism. All bilateral 
U.S. military pacts were denounced as attempts to “en- 
circle’ China and prepare for “aggressive war” against 
other Asian countries. He said Asia’s peace lay in pacts 
negotiated among Asian countries outlawing aggression 
and interference in domestic affairs; mutual friendships, etc. 

In India, Prime Minister Nehru apparently bought it 
wholeheartedly. I am certain Indonesia would fall in line 
quickly. Burma was more reluctant, a bit more suspicious. 
But, anyway, what we now see in a large part of Asia is a 
growing beliéf that defense arrangements with the West 
will mean war, whereas pacts with China will mean peace. 
In this sense, Chou’s trip to India and Burma may have 
far greater impact on the future than anything he did at 
Geneva. 

Don't forget that the leaders of some of the smaller na- 
tions have been told by certain British and Indian leaders 
that the U.S. is trying to touch off war, and, unless ar- 
rangements are made with Red China soon, Washington 
will do something rash and provoke a global war. Frankly, 
this attitude is one of the results of the “massive retalia- 
tion” slogan and the great “we'll fight—no, we won't 
fight” debate in the U.S. over Indo-China. 

We also find in Asia the bright and very brittle theory 
(Communist supported) that, if only the West would leave 
Asia alone, Asia could solve all its problems. India and 
China speak glowingly of noninterference in the affairs of 
other nations. But what are the facts? 

Well, it is absurd for Nehru and Chou to say that either 
of their countries would or could refrain from “interfer- 
ence” in the domestic affairs of other countries. Nehru 
would then have to abandon his attacks on South Africa’s 
segregation policies. He would have to stop criticizing 
Pakistan’s relationship with the U.S. 

And the Chinese would have to quit attacking countries 
that close down pro-Communist newspapers. They would 
have to cease denouncing Japan’s rearmament and _ the 
Philippines’ nationalization of retai] trade. And if Nehru 
believes Chou when he says “revolution cannot be ex- 
ported,” then he is naive almost beyond redemption. 

All Nehru has to do is read the party programs approved 
by both the Indonesian and Indian Communist parties this 
year. They are almost identical. Both parties demand the 
distribution of Jand and achievement of full national in- 
dependence and freedom. The kicker is this: 

“These objectives cannot be realized by a peaceful par- 
liamentary way. These objectives can be realized only 
through a revolution, through the overthrow of the present 
Indian State and its replacement by a People’s Democratic 
State. For this the Communist Party shall strive to rouse 
the entire peasantry and the working class . . . The exist- 
ing illegal apparatus of the party should be strengthened 
enormously . . . The question of when, where and how to 
resort to arms will be more and more forced upon the 
agenda.” 

With such things in mind, I think you can begin to ap- 
proach the heart of the problem, which is what the Com- 
munists intend to do in the future, and what we can or 
should do about it. 

I think it is fair to assume that Communist China’s ul- 
timate objective is the expulsion of Western military pow- 
er, political leadership and economic concentrations from 
all Asia. Tactical considerations may bring a slowing down 
or a speed-up in the process—there might even be a two, 
or three, or five-year period of “relaxation of tensions” 
to enable China to whip its industrialization program into 
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shape and to persuade the non-Communist nations of Asia 
that they face no real danger. 

Peiping’s real intentions are disclosed to some extent 
by current activities within China. A massive attempt is 
being made to overhaul and improve the Southwest China 
transportation complex and to push new connecting roads 
into Yunnan. The Yangtze River is being bridged to pro- 
vide direct rail and highway connection between North 
and South China. Two schools to train overseas Chinese 
in both political and military work have been opened. 

One could claim these are primarily self-defense meas- 
ures, but it seems unlikely. More to the point is the simple 
fact that Red China now estimates its population at 600 
million. Government officials are encouraging a high birth 
rate and taking strenuous measures to reduce the death 
rate, especially among the young. The population pressure 
alone, even without any ideological compulsions, will force 
China into the rice bowls and raw-material areas of South- 
east Asia. 

So what does the U.S. do about it? First of all, it seems 
to me quite unrealistic to believe that a huge stockpile of 
mass-destruction weapons in the U.S. will deter Red 
China. Indo-China was the testing place. Disregard for 
the moment our reasons for not going in (most of which 
seemed valid to me). Out here it looks as though we made 
the worst of all possible mistakes when we threatened to 
go in and then backed down. 

That, plus statements by various officials in the U.S., 
must have convinced Peiping that we probably will not 
ever fight again on the mainland of Asia, especially if 
subversion, infiltration, military coups, possibly even 
small-scale aggression are the Communist weapons. In this 
situation, could we really expect the Communists not to 
use every means and every weapon to undermine the non- 
Communist nations in the rest of Asia? 

Can the U. S. draw a line anywhere in Southeast Asia 
and say, “This far and no farther”? We couldn't if it means 
drawing a line to include Laos and South Vietnam. The 
U.S. cannot fight in countries where the people are not 
willing to fight themselves, and that desire simply does 
not exist in South Vietnam. 

Cambodia is somewhat different; Thailand is even more 
so. But both countries are terribly weak places on which 
to base a policy. And the U.S. simply cannot afford to be 
caught bluffing again. If Washington draws a line any- 
where in Southeast Asia, the U.S. must go through with 


‘the commitment and fight, whether we like it or not. 


Otherwise we would lose what little remaining confidence 
in us that exists among the nations in this part of the world. 

Frankly, I am not at all sure that drawing a line any- 
where in Asia is practical. Obviously, the U.S. must de- 
fend Japan, the Philippines, Australia-New Zealand and 
India from direct aggression. It seems to me that it is also 
imperative that Cambodia, Thailand and Burma should 
receive whatever economic assistance they need and 
whatever military aid they want to help them stand up 
against Communist pressure both from within and with- 
out. Indonesia, I am afraid, will have to work out its prob- 
lems on its own and we can only hope it will survive the 
present sensitive and confused world. 

People out here think it would be a mistake to draw a 
line and say that this is it. As a policy, that is bound to 
fail unless the nations concerned are unified in their ob- 
jective of remaining free and are willing to stand together 
under ail circumstances. 

That simply doesn’t seem possible at the moment. 
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WHERE YOU CAN SAVE ON TAXES 


Sick Leave, Estates, 


The new tax law will save you 
money if you know all the rules 
Congress wrote to help you. 

Some of these were not much 
noticed in the final rush of pas- 
sage. Some are tricky, costly if 
you made a mistake. 

In this review, you get the 
practical side of some provisions 
of the new tax law—which is re- 
ported in detail on page 86. 


Taxpayers need to learn a new set 
of gimmicks—perfectly proper ways to 
ease their federal income taxes—with 
the new tax law taking effect. 

In overhauling the revenue code, Con- 
gress tried to give citizens an honest 
break in cases where the tax collector 
had the edge before. 

Many of these changes may have been 
overlooked in the last rush in which the 
law was put together. Now you need to 
know how to use them all, in order to 
avoid paying too much. 

For instance, you may be able to get 
your employer to give you a tax break 


_ TAX SAVINGS ON ESTATES 


i 
. 


Under new law— 





A man expects to leave to his wife. . . . $500,000 


on sickness benefits, simply by asking 
him to spell them out in formal fashion, 
if he has not done so already. 

Sick leave will be good for a tax cut, 
but only if granted in a regular company 
plan. Then you can exclude from your 
income up to $100 per week of pay re- 
ceived after your first week off the job 
—and the same amount of the first week's 
sick pay if you spent one day of that 
week in the hospital. 

Thus, sick leave is better, taxwise, than 
vacation. How the rule helps is shown 
by the chart on this page. 

Payments by your employer to cover 
your medical bills or to compensate you 
for disfigurement or loss of a limb or 
bodily function also will be tax-free, if 
your company has a formal plan. 

If you sell your house in a hurry, 
you can claim a deduction for repairs— 
painting, papering, repairing furnace, 
replacing shaky woodwork—made to 
enhance the price. These costs will be 
subtracted from what you receive and 
will not count toward a capital gain. Cost 
of advertising the house can be de- 
ducted, too. 

But, to get that benefit, you need to 
have this work done within 90 days be- 
fore the day of sale and pay for it within 





He expects the federal tax tobe .....% 45,300 


He takes out $45,300 in insurance, gives the policy 
to his wife. Thus, the tax is provided for. 


Under old law— 





The $45,300 policy became part of 


the estate, which then was valued at $545,300 
Estate tax was figured at .........% 51,551 
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Partnerships, Dividends 


30 days after sale. So figure your chances 
of making a sale in 3 months. 

Your business profits, as a partner or 
proprietor, ‘will sometimes be taxed less 
if you file a corporate tax return. This 
new option, illustrated in the chart on 
page 27, will be helpful if you are in a 
high tax bracket and leave much of the 
profit in your business. 

A married grocer whose profits are, 
say, $100,000, would be subject to a tax 


TAX 












SAVINGS 
ON 
SICK LEAVE 



























A married man is paid 
$25,000 a year. He spends 
4 weeks in the hospital, gets 
his regular pay of $1,923. 


Under old law— 
All of the $1,923 is taxable. 
Under new law— 

$400 will be tax exempt. 


TAX SAVING — 
$136.80 





Beer 
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of about $45,600 if he filed the usual way. 
But if he limited himself to a salary 
of $25,000 he could pay a personal tax of 
$5,800 and a corporate tax of $33,500, 
thus saving about $6,300. 

But the grocer’s taxes, in the long run, 
could be higher for using this device. 
This would happen if, later, he drew 
heavily on funds in the business. 

It pays to learn the new law well. Mis- 
takes are costly. 

Wealthy people expecting to leave 
large estates may want to use the new 
rule illustrated in the chart on this page. 
Here’s the problem Congress faced— 

A man took out an insurance policy 
and gave it to his wife or children. There- 
after, he paid the premiums but couldn't 
alter the policy because it wasn’t his any 
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longer. Still, when he died, the policy 
was considered part of his estate and 
subject to the death tax. 

Under the new law, such a policy 
won't be included in the estate for tax 
purposes. This means a man can provide 
for his estate tax in advance, a welcome 
device for some who are trying to make 
sure that large family enterprises will re- 
main intact after they die. 

But, before rushing into that arrange- 
ment, the taxpayer faces several prob- 
lems. He wants to be pretty sure he isn't 
going te change his mind about who will 
inherit. Also, he must have no lingering 
hope of getting his policy back. 

For instance, a man gives a policy to 
his wife. He is her heir. If she dies, the 
policy comes back to him. If there is one 

















A bachelor earning $10,000 
a year supports his parents, 
who live in another city. 


Under old law— 


This man is treated 
as a single individual. 


HIS TAXIS........ 91,720 


He will be treated as 
head of a household. 


HIS TAX WILLBE .... 91,612 
TAX SAVING — 


$108 
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chance in 20 that this might happen, the 
tax collector will tax the policy in the 
estate. 

Finally, the Government may collect 
a gift tax on the cash value of the policy 
or yearly premiums. However, exemp- 
tions cover many big policies. 

As an investor, you may want to 
check your portfolio in the light of the 
new treatment of dividends. 

A thousand dollars received in rents, 
royalties or interest (except interest on 
State and local bonds) is fully taxable. 
But $1,000 in dividends may mean only 
$900 or $950 in taxable income and, in 
addition, an outright tax cut of $36 
or $38. 

Here are a husband and wife with in- 
come next year of $14,000 including 
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Five partners run a stock-exchange firm, 
draw $25,000 apiece in salary. 


Firm’s profit is 1 million dollars. 


UTite(-Yame) (oN lo’, doom 


Partners pay individual taxes totaling . . 


Partners can pay taxes totaling only. . . 
Firm can pay corporate tax of ...... 


Taxes will then total 
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$581,160 


$ 28,870 
$449,500 
$478,370 





$4,000 in dividends. The law says a 
single taxpayer can exclude the first $50 
of his dividends from the income he re- 
ports. If a couple owns stocks jointly or 
if each receives $50 separately, they can 
exclude $100 on a joint return. Thus, 
$4,000 in dividends becomes $3,900 in 
taxable income. 

In addition, this couple gets a credit 
of 4 per cent of the $3,900, or $156, on 
the tax figured on income they do report. 

For them, a common or preferred stock 
yielding 5 per cent will mean as much, 
after taxes, as a mortgage or rental prop- 
erty yielding 5.29 per cent. In the top 
tax bracket, a stock paying 5 per cent 
will be equal to any fully taxed invest- 
ment paying 7.22 per cent. 

Listing deductions of all types will 
save money for many who have been de- 
ducting a flat 10 per cent. This is the 
only way to get the new allowance of up 
to $600 for child care when the mother 
is working. It is also the only way to make 
use of more liberal rules on medical ex- 
penses and installment purchases. 

Medical costs are now good for a de- 
duction if they are more than 3 per cent 
of your income. For a $5,000-a-year man, 
that means anything over $150. Last 
year, under the old rule, this man had to 
spend more than 5 per cent, or $250. 

Here is how the new provision would 
apply if the $5,000-a-year man spent $75 
on drugs and medicines, $70 on hospital- 
ization insurance, $100 on doctors and 
dentists and $5 on clinical tests: 

Only $25 of the $75 for drugs and 


medicines would count. The law says 
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this item must come to more than 1 per 
cent of the taxpayer’s income before it 
can be counted as a medical expense. 
The $25 and the other expenses total 
$200. This is $50 more than the 3 per 
cent minimum of $150. So $50 can be 
deducted. 

Installment purchases bear closer 
watching, too. 

Take a man who owed $2,000 on Jan. 
1, 1954, on car and furniture. He pays 
it off this year at $166.67 monthly. He 
does not know how much of this is in- 
terest and other charges. 

Under the old rule, the man could not 
deduct for this interest, because he did 
not know the exact amount. Now, he can 
assume it is 6 per cent of the average 
debt outstanding during the year—or 
$1,083 in this case. This comes to $65 
worth of deductions. 

Word of caution: In many instances, 
actual charges are more than 6 per cent 
a year. It may pay to ask the retailer for 
an itemized bill. 

Care of parents also will give a new 
benefit to some people. The rule on this 
is a boon to single taxpayers who sup- 
port parents living elsewhere. These tax- 
payers will be classed as heads of house- 
holds, a privilege they did not have be- 
fore, and figure their tax on a special 
table. What this can mean is shown in 
the chart on this page. 

Thus, the new law can be mighty 
helpful to those who learn the ropes. 


For a full report on details of the new 
tax law, see pages 86-103. 
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YOUR ADVERTISING 
is GOOD...BUT... 


. \ 
stop losing sales 


YOU'VE ALREADY MADE! 


By providing your dealer with a 
brilliant illuminated Plastilux 
sign, you bring your national 
advertising to the point-of-sale. 
You create a strong medium in 
his neighborhood for channeling 
advertising-inspired business in- 
to his store. 


Soon after your sign goes up, the 
dealer and his salesmen will be 
selling your products first. Public 
recognition will encourage him 
to stock every model you make. 


With your name and products 
dominating both storefront and 
showroom, any “switching” of 
brands will be in your favor. 





‘ Shown are two of 
(, ; the many styles of 
Plastilux® signs 
available. 


) Write for free sub- 


| scription to SiGNews... 
| or one of our SIGNver- 
| tising® Engineers will 
| gladly call to assist you 
in planning your dealer 
identification program. 


NEON PRODUCTS, INC. 


305 NEON AVE., LIMA, OHIO 
In Canada: TEK PLASTICS, Ltd., Toronto 





, ST GM vertising x 


THE SCIENCE OF SELLING WITH SIGNS 
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Halfway in Primaries: 
No Big Revolt by Voters 


Voters this year, with primary 
elections half completed, are 
showing these pre-November 
tendencies— 

Political fervor, for most, is 
running low. Few turn out to 
help pick candidates for their 
party slates. 

Local, not national, issues usu- 
ally dictate their choices. 

Revolt against party organiza- 
tions, thus far, is rare. 


The job of picking candidates for 
the big November struggle for control 
of the next Congress is half done. 
Twenty-four States have chosen con- 
testants for 18 seats in the Senate and 
251 in the House. 

Here is what the voting shows in the 
States that have held primary elections 
up to this time: 

Voters are not mad at anybody. They 
are not going to the polls in large num- 
bers except in Democratic South where 
winning a nomination is the same as elec- 
tion. Unless something stirs them up, the 
number voting in November will be low. 

Party organizations in most cases are 
dominating the primaries, turning up 
majorities for incumbents and for candi- 
dates that are picked by party leaders 
in private meetings. 

Local issues often are dictating the out- 
come. Two of the five incumbents who 
have been beaten in the primaries were 
set aside for younger candidates. The 
others were Southern Democrats who 
were dropped for men with more progres- 
sive views. One Senator and four House 
members have been defeated in primaries. 

The five defeats of incumbents at 
the halfway point is about the average 
for recent primaries. This is about half 
as many as were beaten in the primaries 
of 1950 and 1952. Three Senators and 
six House members were defeated in the 
1950 primaries. Two Senators and nine 
House members went down in the pri- 
maries of 1952. 

The small number of voters is regarded 
as significant for November. But neither 
party can be certain who will be hurt. 
History indicates that the party in powér 
almost always loses ground in Congress 
in the mid-term congressional elections. 


Unless some overriding issue arises, 
however, Republicans are pinning their 
hopes upon two points. The first is a 
theory that they are at the beginning 
of an election cycle such as Franklin D. 
Roosevelt caught in 1932. This ran 
against history and gave the Democrats 
a gain in Congress in 1934. The second 
is that studies indicate that Republicans 
are more likely to turn out and vote than 
are Democrats. 

Organizationwise, the primaries are 
showing both parties to be strong. In 
most States, candidates picked by party 
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SHIVERS OF TEXAS 
... a runoff 


leaders have been endorsed by the vot- 
ers. But there have been a few notable 
exceptions. These can mean trouble for 
either party in November. 

In California, James Roosevelt and 
Representative Robert L. Condon won 
nominations for House seats against the 
opposition of the Chairman of the Demo- 
cratic National Committee. In Maryland, 
Democrats are sharply divided by a fac- 
tional fight over the nomination for 
Governor. 

In Texas, there is a great struggle 
between the Democratic loyalists of 1952 
and those who deserted the party’s na- 
tional ticket to support Dwight D. Eisen- 
hower. Governor Allan Shivers, who led 
the revolt against the candidacy of Adlai 
E. Stevenson, is a principal target. 

A rallying of loyalists in the Texas 
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primary forced Mr. Shivers into a sec- 
ond primary race against Ralph W. Yar- 
borough, an Austin attorney and former 
judge. The fight of the loyalists to 
capture control of the State organi- 
zation comes to a final showdown on Au- 
gust 28. Representative Sam Rayburn, 
the House Democratic leader, who has 
just won his 22d nomination to a two- 
year term, is leading the anti-Shivers 
fight. 

Republicans in Indiana are torn apart 
by a struggle between Governor George 
N. Craig and the two Senators for con- 
trol of the State party organization. The 
Governor, an Eisenhower supporter in 
1952, captured control in a close primary. 
The Senators were supporters of the late 
Senator Robert A. Taft, of Ohio. A some- 
what similar struggle—not in form, but in 
ideas—surrounds the race of former 
Representative Clifford P. Case for the 
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McCLELLAN OF ARKANSAS 
... @ victory 


Senate in New Jersey. Former Taft sup- 
porters are fighting him. 

Local issues and personalities are 
figuring in many primary struggles, and 
are to dictate the outcome of some of 
the November races. In Arkansas, Sen- 
ator John L. McClellan won renomina- 
tion in a race with former Governor 
Sidney McMath. The race bore signs of 
a personal feud. Mr. McMath was a 
“Fair Dealer.” And in Louisiana, Senator 
Allen J. Ellender, Sr., closely allied with 
the Huey P. Long machine in its heyday, 
won easy victory. 

Sprinkled through the primary results 
may be signs of what the November 
outcome is to be. But neither party is 
sure that it can read the signs right. 
Democrats and Republicans alike figure 
that the real battle lies ahead. 
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When you sell heavy equipment like an in- 
dustrial mixing machine, you can’t carry the 
product.around in your brief case. In the case 
of LIGHTNIN MIXERS, some of which 
weigh a ton or more, selling problems are 
further complicated because every mixer is 
made to solve a specific fluid-mixing problem. 
Selling the engineering principles involved is a 
prerequisite to selling the equipment itself. 

So the Mixing Equipment Company, mak- 
ers of LIGHTNIN MIXERS, let movies do 
the demonstrating. Their 16mm. film, “Fluid 
Mixing,” dramatizes—in color and sound— 
the efficiency of modern mixer design. 

“*THE BIGGEST BENEFIT from our movie 
program,” a Mixing Equipment representa- 
tive says, ‘is that all important buying influ- 
ences in a customer company can be eoncen- 
trated in a single presentation. One recent 
showing, for example, pulled in an audience of 
250 engineers. That’s a lot of buying influence. 
And it represents a tremendous saving in selling 
costs, too.” 

Kodascope Pageant Sound Projectors are 
used by company representatives to show the 
film. They like Pageants because maintenance 
problems in the field are eliminated by the ex- 
clusive pre-lubrication feature. They find 
Pageants are easy to set up and operate, too. 
And the projector’s amazingly faithful sound 
reproduction is mighty important when show- 
ing the film to large audiences. 

For dramatic selling that’s convenient, eco- 
nomical, and effective, use movies shown with 
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"or 





( Kodascope 16mm. Pageant Sound Projectors 





EASTMAN KODAK COMPANY, Dept. 8-V, Rochester 4, N. Y 


Please send me the name of the nearest Kodak Audio-Visual Dealer and 
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0 Cine-Kodak Special Il Camera 






















How movies lighten the load 
for Lightnin’ Mixer salesmen 


16mm. Pageant Projectors. Ask your Kodak 
Audio-Visual Dealer for a free demonstration 
or mail the coupon for full details. 

Movies help keep people on the move 


-ooin UNITED MAINLINERS 
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To interest travelers in seeing California by 
air, United Airlines recently made a 16mm. 
Kodachrome movie, “A World in a Week— 
California.” 

It’s an unusual movie with a built-in bird- 
man’s-eye view. Many unique shots in the 
film were taken by two remote-controlled 
16mm. Cine-Kodak Special II Cameras 
mounted in aluminum boxes outside the plane. 

During the past few months, the film has 
been shown to hundreds of schools, clubs, 
and travel-minded groups. Already United 
has noticed an increase in bookings. 

This is the sixth traffic-boosting United 
Airlines film to be made with Cine-Kodak 
Special II Cameras. Perhaps you, too, have a 
selling or public-relations story that can be 
told more effectively in movies. 
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The Strange Case of Dr. John 


Has He Joined Forces With Burgess and Maclean? 


Events were closing in on 
Germany's top counterspy who 
ducked behind the Iron Curtain. 
He was a man of many roles. 

Dr. Otto John both fought and 
befriended Communists. He was 
an anti-Nazi accused of using 
Nazi police methods. He was at 
odds with officials of the West 
Germany he was hired to protect. 


And, fleeing, he all but 

wrecked his own security system. 
BONN 

Allied agents, backtracking the 


trail of Dr. Otto John, West Ger- 
many’s No. 1 counterspy, who went 
east to work with the Communists, 
are uncovering many strange angles 
in Europe's latest spy thriller. 

e Dr. John, as Chief of German Inter- 
nal Security, actually led a sort of double 
life that gave him friends and contacts 
with Communists at the very time he 
was hired to safeguard West Germany 
from Communist infiltration. 

e There are clues to indicate he may 
have had considerable knowledge of—and 
possibly an indirect connection with— 
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WHERE THE IRON CURTAIN BEGINS 
The two British diplomats vanished in 


—United Press 


DR. OTTO JOHN 
He led a double life 


the case of Guy Burgess and Donald 
Maclean, two British diplomats who 
preceded him behind the Iron Curtain. 

e Possible links between Dr. John 
and Richard Sorge, the notorious Soviet 
spy in prewar Japan, are being investi- 
gated. 

e The Security Chief was put in his 
job at the insistence of British intelli- 





gence agents and several times was dis- 
covered working at cross purposes with 
U.S. policy in West Germany. 

e Dr. John, often called “The Man 
with 1,000 Secrets,” was on the verge of 
being fired from his important job when 
he drove across the East-West boundary 
in Berlin to start a series of Communist 
broadcasts to his countrymen. 

The defection of Dr. John—there ap- 
pears to be no doubt that he crossed 
into the Soviet zone voluntarily—is a 
crippling blow to U.S. and British intelli- 
gence work in a part of Germany that 
has become a center of European in- 
trigue. Not only does his departure men- 
ace a counterespionage system carefully 
built up through the years, it can actually 
cost many anti-Communists in East Ger- 
many their freedom, or their lives. 

What prompted this man—who has 
made a postwar career of combating 
Communism—to take off suddenly for 
East Berlin, of his own free will? There 
are signs now that serious trouble was 
brewing for him in West Germany and 
was about to come to a climax when he 
left. 

The agency he headed has _ been 
coming under increasing criticism in 
the West German Parliament. Some 
members charge that Dr. John was using 
the office to set up a present-day counter- 
part of the Nazi Gestapo, that spying on 
private citizens had gone far beyond the 
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WANTED: BURGESS AND MACLEAN 
much the same way 
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needs of “internal security,” that in- 
dividuals were being “denounced” by 
the John agency on flimsy evidence and 
without sufficient investigation. 

Equally serious charges have been 
hinted at in some Allied quarters. Off- 
cials are working on tips that agents of a 
U.S.-supported intelligence service in 
East Germany have fallen victims of 
the Communists through leaks supplied 
by John’s operatives. The Security Chief 
also is accused of encouraging British 
press criticism of the Adenauer Govern- 
ment for which he worked. 

Actually, Chancellor Konrad Adenauer, 
fed up with Dr. John, had decided dur- 
ing July to drop him and turn the job 
over to Reinhard Gehlen, a former Ger- 
man general who has been working 
closely with American officials. 

Because of his own extensive system 
of informers, Dr. John undoubtedly was 
aware of what was about to befall him. 
Some officials are convinced that this, 
more than anything else, prompted him 
to flee to the Soviet zone. Supporting 
their theory is the fact that his initial 
broadcasts over the Soviet-controlled ra- 
dio accused the Adenauer Government 
of reviving Nazism. 

A look into the extensive files on Dr. 
John strips much of the mystery away 
from the so-called “man of mystery” and 
lays bare a strange career that has been 
a matter of conflict between American 
and British intelligence experts for years. 

During World War II, Dr. John was 
a member of the anti-Nazi resistance 
movement in Germany. He was involved 
in the bomb plot against Hitler and fled 
from Germany when that scheme failed 
on July 20, 1944. A brother, Hans John, 
was shot by a Gestapo firing squad for 
his part in the affair. 

Dr. John then showed up in Britain, 
working for British intelligence. There 
he helped prepare evidence for the Ger- 
man war-crimes trial of Nazi generals. 

After the war, Otto John returned to 
Germany. His appointment to head the 
German Internal Security office was 
pushed through by British intelligence 
agents. The U.S. went along with the ap- 
pointment because of his anti-Nazi rec- 
ord. It now appears, however, that the 
Americans were not informed of certain 
personal habits and characteristics that 
might make the new Security Chief a 
likely prey of Communist blackmailers. 

Dr. John had many personal connec- 
tions with Communists. For years, for 
example, he kept in touch with Baron 
Wolfgang von Putlitz, a former German 
diplomat who worked closely with the 
British at one time. In 1950—the year 
Dr. John became Security Chief—Baron 
von Putlitz went behind the Iron Curtain 
to join the Soviet zone’s Foreign Office. 

(Continued on page 32) 
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Let's get down to earth- 
Stop Building High-Cost Roads 


Main roads are wearing out faster than new ones are being built. This 
creeping obsolescence, with its attendant high accident rate, weakens 
national defense, raises highway costs and jeopardizes life and property. 


Backward progress is being made because, after 15 years of depres- 


sion and war, a too-quick attempt was made to expand a road system 
designed for 20,000,000 vehicles to accommodate 53,000,000 vehicles. 
This was done by temporarily resurfacing old roads and by building 
as much new mileage as possible of inadequate, low-first-cost roads. 


As you might suspect, low-first-cost roads are gobbling up more and 


more of available highway funds for maintenance, so they have turned 
out to be high-annual-cost roads. As a result a diminishing amount 
of highway funds is left each year for much needed new mileage. 


The way to reverse this trend is to build main roads with concrete 


Concrete is the safest pavement too. Its 
gritty texture is highly skid-resistant, wet or 
dry. And its light color provides maximum 
visibility at night, when most accidents oc- 
cur. Safety and economy—two reasons why 
main roads should be paved with concrete. 
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pavement. It usually costs less to build than other pavements de- 
signed for the same traffic, costs less to maintain, lasts at least twice 
as long. Engineers now know how to build concrete roads to last 50 
years and more. Concrete roads earn much more than their cost in 
the gas taxes paid by drivers using them. 
This leaves a surplus for building desperately 
needed new mileage. Forward progress results. 
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It is known now that the two men vis- 
ited frequently in recent years. In March 
of this year, Baron von Putlitz met Dr. 
John in Cologne and offered him an im- 
portant job in East Germany if he would 
defect to the Communists. Dr. John never 
told his German associates of the offer, 
but British agents learned of it. The 
thing about the visit that intrigues in- 
vestigators is the fact that Baron ‘von 
Putlitz was a friend of the missing Brit- 
ish diplomats, Burgess and Maclean, 
and has claimed publicly that he is the 
man who induced the pair to desert to 
the Communists. 

Despite warnings from West German 
friends, Dr. John kept in close contact 
for years with a Communist fellow 


known homosexuals. Dr. John’s friends 
insist that his companionship with these 
people does not prove that he was polit- 
ically sympathetic with Communism— 
particularly in view of the strong anti- 
Communist measures he enforced as 
head of West German security. They at- 
tribute his defection to personal friend- 
ships, plus his genuine concern that the 
Nazis were making a comeback, rather 
than to any pro-Communist leanings. 
Whatever his motive, Dr. John’s ven- 
ture into the Communist world can play 
hob with intelligence and security sys- 
tems on this side of the Iron Curtain. His 
speeches from the Soviet zone follow 
the Communist line of spreading fear 
of a Nazi revival throughout Western 





—United Press 


THE WEST GERMAN PARLIAMENT 
It was critical of the John agency 


traveler, Dr. Wolfgang Wohlgemuth, a 
German physician who accompanied him 
to East Berlin. Also, there are stories link- 
ing the Security Chief personally with 
members of a Soviet spy group that 
operated in Central Europe during 
World War II. Officials have a report 
that he personally financed the escape 
from West Germany of one member of 
this group. The escapee later was found 
dead in a Zurich hotel, and Swiss police 
are investigating the possibility that he 
was murdered. 

The man who died in a Zurich hotel 
and several other individuals, whose 
names keep cropping up in. the story of 
Dr. John, are listed in security files as 


Europe. West Germans who listen to 
him may be persuaded to resist the 
German rearmament wanted by the U.S. 
He is appealing to the German de- 
sire for German “unity,” even though 
it means closer ties with the Commu- 


‘nist world. 


The more immediate effect, however, 
can be to sap the vitality of carefully 
nurtured resistance movements in East 
Germany. What intelligence experts fear 
most is that anti-Communists in the 
Soviet zone who have been working with 
Dr. John will now be frightened off from 
any contact with the Western world, 
and a curtain of silence will drop over 
East Germany. 
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For the mun who cant ufford anything but the best / 


New All-Nylon Cord 
Double Eagle 


with the new quiet 


“Velvet Ride’! 


It is traditional with men who can afford the best to invest in 
All-Nylon Cord Double Eagle Tires by Goodyear. The extra mile- 
age of a thicker, tougher tread, and the extra safety of the exclu- 
sive Resist-a-Skid Tread, have made the Double Eagle rightfully 
known as the world’s finest passenger car tire. Now Goodyear has 
added the luxurious ‘velvet ride” to this superlative tire. Ingen- 
ious new “Safety Silencers,” molded into the outer rib of the 
tread, practically eliminate “squeal” on turns. 

This year, too, Goodyear has developed the 3-T process, which 
puts tire cord through a tempering process involving Tension, 
Temperature and Time. The result—tire cord fully controlled at 
the point of maximum strength and resiliency. Today, only 
Goodyear offers you Triple-Tempered 3-T Nylon Cord in the new 
Double Eagle, the finest tire that men can make or money -can 
buy. Goodyear, Akron 16, Ohio, 


GOODFYEAR 


Ghe worlds finest tire... ty netled / 


Double Eagle, T. M.—The Goodyear Tire & Rubber Company, Akron, Ohio 











Take a smart buyer like the fleet operator. Small differences in price and performance 
of his oil and lubricants become major purchasing decisions, especially when multiplied 
by the number of trucks he has on the road. 


That puts it squarely up to the refiner. To land and hold this order, he has to deliver a 
constantly improved product, at a competitive price. And today, more than ever, his 
market position depends on how efficiently his processing equipment can produce. 


What about your tanks and pressure vessels? Are they efficiently processing a variety of 
feeds . . . keeping corrosion from eating into profits . . . meeting your requirements for 
pressure, or high or low temperature service? It not, you will want to plan 
replacements. And here, because you can afford only the best, it pays to start with a 
qualified fabricator. Working with your own engineers and consultants, he can help you 
plan away shutdowns and reduce maintenance. Through his own abilities and facilities, 
he can give you close control over every detail of fabrication. The result: equipment 
dependability which will help you keep your competitive edge. It will pay you to 
discuss your needs with your fabricators ear/y in your planning. 





Or, for the names of those who can serve your process needs 
best, outline your problem to us. Lukens knows fabricators’ 
qualifications from 144 years of service as a supplier of quality 
NS materials. Address: Manager, Marketing Service, Lukens Steel 
Company, 670 Lukens Building, Coatesville, Pennsylvania. 






LU 


Lukens Steel Company, World’s Leading Producer of 


SPECIALTY STEEL PLATE - PLATE SHAPES - HEADS - CLAD STEELS 
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Cabinet's Stock Losses: Up and Up 


Those Who Sold Miss Big Gains in Market Rise 


Stock-market rise has been 
costly to four millionaires who 
took Government jobs under 
Eisenhower. Most of the securi- 
ties they were forced to sell last 
year are worth much more now. 

Charles E. Wilson is the big- 
gest loser. He sold General Mo- 
tors at $62. It now brings $80. 


Four millionaires, to accept appoint- 
ments to President Eisenhower's Cabi- 
net and “Little Cabinet” were forced to 
sell more than 5 million dollars’ worth 
of stocks in firms that do business with 
the Government. 

That was 16 months ago. Now it can 
be seen how much it costs these wealthy 
men to serve their Government. 

The cost is reckoned partly by compar- 
ing the value of the stocks they sold with 
what those same stocks are worth today. 
With the stock market booming, this 
difference is substantial. In addition, 
each man gave up a big salary for a 
comparative Government pittance. 

More than a million is what it has 
cost Charles E. Wilson to take a Govern- 
ment job. When he left the presidency of 
General Motors to become Secretary of 
Defense, the Senate committee consider- 
ing his confirmation insisted that he sell 
his holdings in General Motors, a com- 
pany that handles big defense contracts. 


The chart on this page shows what hap- 
pened. Mr. Wilson’s stock, when he 
sold it at $62 a share, was valued at 
$2,447,140. Since then, GM stock has 
gone up. The same shares now would 
sell for $3,157,600. That is a 'oss to Mr. 
Wilson of $710,460 in stock values alone. 
And that’s not all. Mr. Wilson had to 
pay a 25 per cent capital-gains tax on 
some of that stock that had gone up in 
price while he owned it. He also took an 
enormous salary cut. As president of 
General Motors, he was paid $566,000 in 
salary and bonus in one year. As Defense 
Secretary, his yearly salary is $22,500. 
Another heavy loser is Robert T. 
Stevens. He sold nearly 2 million dol- 
lars’ worth of stocks when he became 
Secretary of the Army. Now those same 
stocks are valued at more than $100,000 
above what they were when he sold. 
Biggest loss for Mr. Stevens was in 
having to sell his half a million dollars’ 
worth of stock in the Owens-Corning 
Fiberglas Corporation. That stock has 
gained $289,500 in value since it left his 
hands. Smaller holdings in General Elec- 
tric, General Foods and Pan American 
World Airways likewise grew in price. 
Mr. Stevens also sold about $1,300,000 
worth of stock in his own family’s textile 
firm, J. P. Stevens & Company. That 
stock has since gone down $196,498—a 
theoretical saving in which Mr. Stevens 
probably finds scant consolation. 
Roger M. Kyes was Deputy Defense 
Secretary for only a little more than a 
year. But that brief service cost him 


$62,000 in stock values alone. Like Mr. 
Wilson, he had to dispose of his holdings 
in General Motors, of which he was a 
vice president. Mr. Kyes’s General Motors 
stock, then valued at $176,204, cost $52,- 
000 more to buy back when he left the 
Defense Department last spring. His 
other stocks gained an additional $10,- 
000. Also like Mr. Wilson, he gave up 
a big salary as a General Motors execu- 
tive during his period of Government 
service. 

One who did not lose by the stock 
sales forced upon him to enter Govern- 
ment service is Harold E. Talbott. When 
he became Secretary of the Air Force, 
he sold about $700,000 worth of stocks. 
He had big holdings of Chrysler Cor- 
poration and Electric Auto-Lite stocks 
—both of which went down in price after 
he sold. 

Mr. Talbott’s Standard Packaging Cor- 
poration stocks gained in value, but not 
quite as much as the others declined. 
So he is left, to date, with a paper saving 
of $3,625 from the stock transactions. 
That saving is more than offset by loss 
of the executive salaries he gave up for 
his smaller Government pay. 

The cases of these men show why suc- 
cessful businessmen often are reluctant 
to enter Government service. For ca- 
pable executives, it can well mean big 
financial sacrifice. They are in danger 
of leaving office with far less money than 
when they entered—especially if they 
have to sell their stocks when the market 
is rising. 

















GM STOCK THEN was selling at $62 a share. 


$2,447,140 


GM STOCK NOW is selling at about $80 a share. 


HERE’S THE STORY OF CHARLES E. WILSON 


Sixteen months ago, Charles E. Wilson, to hold his new job as Secretary 
of Defense, had to dispose of 39,470 shares of General Motors stock. 


—— = 


$3,157,600 


v 
WHAT IT COST Mr. Wilson to take a Government job: $710,460 
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RADAR REALLY CATCHES SPEEDERS 


Radar may catch you if you 
don’t slow up. 

That's the meaning of “radar 
control” signs now mystifying 
drivers in most States. They warn 
of electronic speed traps, oper- 
ated by police. Even trickier 
devices are in the works. 

Police say arrests, fines are 
mounting. But whether radar has 
reduced death on the road is un- 
certain. 


All over the country, motorists are 
seeing new highway signs: “Speed 
Checked by Radar,” or, “Warning! 
Speed Is Radar Controlled.” 

To most people the signs are mysteri- 
ous, foreboding. What do they mean? 
Are the roads thus posted being scanned 
all the time? Is your every movement 
watched by some unseen, all-seeing elec- 
tronic eye? Will any little violation of the 
speed limit bring a speed cop or a heli- 
copter swooping down on you? 

In six or seven years, the use of radar 
by the police has spread to almost every 
State. The devices now in general use are 
really glorified speedometers. Operated 
by teams of two police cars, they set up 
electronic speed traps at widely sepa- 
rated points on the roads. 

Coming, however, are trickier, more 
subtle machines. One is a radar camera 
that automatically snaps a picture of a 
speeder’s license plate. 

In every place where radar has been 
used to catch speeders, the police are 
enthusiastic. Arrests and fines have piled 
up. But whether radar has cut down 
fatalities or even accidents is debatable. 
The figures are contradictory. 

What do the signs mean? Simply 
this: that somewhere in the State, county 
or municipality in which they are lo- 
cated, there is a radar device to detect 
speeders. It may be a hundred miles 
away, or it may not even be operating 
at the moment. 

A spot check by the American Auto- 
mobile Association, in Maryland, showed 
that, at the time signs were going up, 
there was only one radar speed meter in 
the State, and that one was broken. Now 
Maryland has four meters, and uses them 
extensively. 
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It’s a good idea to pay attention to. the 
signs, anyway. You may have no other 
warning. 

How does the radar work? Ordinari- 
ly a police car is parked beside a road. In 
the back, or on the side or top, it carries 
a 40-pound electronic box, the radar 
speed meter. 

The box sends out high-frequency 
waves, which bounce back off passing 
cars. Variation in the time between 
outgoing and incoming waves enables 
the speed meter to clock and record the 
speed of each passing car. 

More elaborate devices, doing 
away with the use of the police-car 
teams, have been tried out in sev- 
eral States. One is the automatic 
camera invented by Leon Pearle, 
a New York lawyer. 

The camera is planted by the 
road, unattended. Police set it at 
5 or 10 miles over the speed limit, 
say at 55 miles per hour. When a 
car going 55 or more passes the 
camera, its shutter is tripped— 
either by radar or by electric im- 
pulses carried in tapes laid across 
the road. The camera ignores all 
cars going under 55. 

Result is a clear picture of the 
rear of the car, showing the license 
plate. From this the police trace 
the car’s owner, send him a sum- 
mons by mail. He can appear in 
court and try to prove he wasn’t 
driving or he can plead guilty and 
mail in a check for the fine. 

Are the devices legal? Evidently. 
They've been upheld by half a dozen 
courts and opinions of attorneys general. 
However, a Buffalo judge threw out one 
conviction on the ground that a police 
witness was not a radar expert. He also 
warned against “push-button justice.” 

As a rule, motorists caught by radar 
plead guilty. They may argue with a 
traffic cop, but they hesitate to dispute 
the evidence of an impersonal, scientific 
device. 

Protests have arisen mainly in places 
where the police made radar arrests for 
driving just over the speed limit. Most 
authorities give drivers 5 or 10 miles’ lee- 
way. The radar speed meters have a 
margin of error of about 2 miles an hour. 
That’s far more accurate than the average 
car speedometer. 

What about results? Arrests are way 
up, where radar is used. Radar caught 
an average of 42 speeders a day last year 


You May Not Know It's There Till You Get Ticket 


on the New Jersey Turnpike. In one little 
Maryland town, 77 motorists going over 
50 in a 35-mile zone were trapped in an 
hour and a half. 

Real proof of accident or fatality re- 
duction by use of radar is less convincing. 

In North Carolina a big radar drive on 
speeders was credited with a 19 per cent 
cut in accident deaths in the first four 
months of this year. But in South Caro- 
lina, with no radar and no special anti- 
speed drive, fatalities fell off 28 per cent 
in the same period. And over the country, 





last year, there were 900 more traffic 
fatalities than in 1952—despite increasing 
use of radar. Last year’s total: 38,500 
deaths. 

What's the answer, then? The 
AAA believes the signs have had a 
good psychological effect. But it fears 
radar may be used mainly to get mass 
arrests, without compensating improve- 
ment in accident prevention or road 
conditions. 

It urges more realistic speed limits, 
contends 85 per cent of all drivers drive 
at reasonable speeds most of the time. 

Radar, the AAA argues, can be used 
in road studies to fix realistic speed lim- 
its. Once they are established, the police, 


- again using radar, can concentrate on the 


offending 15 per cent of drivers. 

These, the experts say, include drivers 
who go too slow as well as those who go 
too fast. Radar, they point out, can catch 
the slowpokes, too. 
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THE DAMAGE REDS DO 





EDITOR’S NOTE: A crackdown on Communists is 
now under way in Guatemala—a land which, until 
a recent revolution, had become a Soviet beachhead 
in Latin America and a prime headache for the 
United States. 

How thoroughly are the Reds being cleaned out? 
Can they stage a comeback? How many millions of 
dollars did pro-Communist leaders steal? Can the 
new Government put the country back on its feet, 
financially and politically? 

Here, in an exclusive interview, are answers from 





the man in charge—Col. Carlos Castillo Armas, 
Guatemala’s new President. 

Colonel Castillo Armas began planning his fight 
against the pro-Communists years ago. In June 
he led a revolutionary force which brought the 
resignation of President Jacobo Arbenz Guz- 
man and opened the way for the cleanup nowmn 
going on. Guatemala’s new top man was interviewed 
in his presidential offices by Clark H. Galloway, 
Inter-American News Editor for “U.S.News & 
World Report.” 








At GUATEMALA CITY 


Q Mr. President, would you care to comment on the proba- 
bility of a leftist counterrevolution or coup in Guatemala? 

A The establishment of a new Communist regime would 
be unpopular. That is proved by the enormous public support 
being given our movement of national liberation that now 
governs the country. Our Government does not underestimate 
the possibility that Communist groups would like to return 
to power, and we are firmly determined to nip any bud of 
that kind with whatever degree of drastic action the case 
may require, if it comes to pass. 

Q Under the regime of President Jacobo Arbenz Guzman, 
how many Communists were there in Guatemala? 

A Approximately 5,000 were members of the Communist 
Party. In addition, many thousands more were controlled 
through the General Confederation of Workers of Guatemala 
and the National Peasants Confederation, entities whose di- 
recting heads were militantly active in Communism. 

Q How many people are there in Guatemala? 

A There are 3,092,000. 

Q What success have you had in eliminating Communists 
from the Government and from unions? 

A Those who did not take refuge in embassies or flee the 
country are being relieved of the key posts they held. A spe- 
cial committee, with full powers, has been created to make 
a minute investigation of the activities and ramifications of 
the Communist Party that functioned in this country. 

Q How many arms did Arbenz issue to the workers and 
peasants in the last days of his Government? 

A It has not been possible to determine the exact number, 
for they were issued clandestinely and behind the backs of 
the military authorities. 3 

Q Do they still have the majority of those arms? 

A We have recovered the majority of them. 

Q How much money did the Arbenz regime steal from the 
Government? 
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A The thefts of the Arbenz Administration emptied the 
national coffers, leaving a deficit of more than 30 million dol- 
lars. The looting increased in the final days of June and was 
such that it has been established that, in five days, $1,032,000 
was taken out of the national vaults by ex-functionaries of 
Arbenz—Augusto Charnaud MacDonald, Alfonso Martinez 
Estévez and Carlos Enrique Diaz. This criminal act recalls 
the similar antipatriotic attitude of the Red Spaniards, who 
fled from their country carrying abroad the gold from the na- 
tional treasury. 

Q How are you going to get money with which to pay sal- 
aries and other Government expenses? 

A Upon the fall of the Arbenz regime, in addition to an 
Army budgetary deficit calculated at 4 million dollars, there 
was an overdraft of $512,532.76 that the Government had to 
cover, a sum representing certain special funds that should 
not have been paid out by the national treasury. This was re- 
paid a few days later, and pending obligations have been paid 
for the month of June, principally for salaries, maintenance 
and so forth. This shows that, under the new policy in this 
country, the nation’s obligations are being covered by budg- 
eted income, thanks to a policy of economy and to the spon- 
taneous payment of obligations with which the public has 
responded. q 

Q Would you say that your Government will be conserva- 
tive, liberal or centrist? 

A Our Government will stand on democratic bases and 
will conform to the requirements of the country. @ur course 
of action is outlined in our plan of government. 

Q Why are illiterates to be deprived of the vote? 

A We do not want to use illiterates as a political instru- 
ment. It was for this reason that the Junta of Government 
issued Decree No. 3, depriving the illiterates of the vote. Also, 
we believe it is a fundamental characteristic of a true democ- 
racy that the right of suffrage should be exercised by citizens 
who are responsible and fully aware of their high civic duty. 
Only in this way can there be success in re-establishing the 
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Arbenz Administration Emptied Treasury ... Needed: 


Tourists, More 


democratic system in our country, remov- 
ing the influence of political parties that 
have a pernicious, totalitarian orientation. 

Q What is the percentage of illiteracy 
in Guatemala? 

A According to census data, the per- 
centage of illiteracy is 72.2; the number of 
illiterates exceeds 2 million. 

Q What are the principal industries in 
Guatemala? That is, where do the ma- 
jority of the people work? 

A The majority of the people devote 
themselves to agriculture. Guatemala is 
not yet an industrialized country. Still, its 
industry has been attacked by Communist 
design in the last two Administrations, in- 
volving it in crises through outbreaks of 
illegal strikes, drastic sanctions and so forth. 

Q How much money does a worker 
make? 

A On the average, the daily wage is 
about $1.50 in the city, although there 
are specialized workers who receive much more. 

Q How much does a farm worker make? 

A He receives, in money, an average of 70 cents a day, 
plus a series of grants that are traditional and that includes 
free housing, fuel and land for his own use. 

Q How do you plan to raise the standard of living? 

A The policy of my Government will be to reduce the 
costs of basic products for popular consumption more than to 
raise wages. We propose also to prescribe laws and every 
kind of measure that will encourage the construction of low- 
cost housing. We hope that, with the guarantees that we 
shall give to capital, our national economy will rest on a firm 
foundation, with benefit to the people as a whole. 


Q What kinds of technical assistance is Guatemala receiv-. 


ing from the U. S. Government and from private institutions 
in the United States? 

A The pro-Soviet policy of the former regime was to avoid 
every relationship with the governments and institutions of 
the United States and other countries. Thus it shunned all 
disinterested economic co-operation and technical assistance 
on different projects,. works and campaigns for the public 

ood. 
“ Q What kinds of technical assistance would you like to 
receive from the U. S.? 

A We are interested in help on the tasks of completing 
the Roosevelt Hospital and the Pan-American Highway and 
in other works of vital importance for the economic and social 
development of the country. Guatemala does not want any 
more technical assistance or economic co-operation from the 
Government of the United States than it is entitled to as a 
member of the United Nations and the American community 
—co-operation equal to that given the rest of the Latin-Ameri- 
can countries, 


U, & NEWS & WORLD REPORT, Aug. 6, 1954 





PRESIDENT CASTILLO ARMAS 


Industry, Foreign Capital, Education 


Q Which countries buy most of Guate- 
mala’s exports? 

A According to the trade statistics for 
last year, our best customers are the 
United States, Germany, the Netherlands 
and Belgium. 

Q Where does Guatemala buy the ma- 
jor part of its imports? 

A According to the trade statistics, the 
United States is the country where Guate- 
mala buys the major portion of its imports. 
Following the United States, in order, are 
Germany, Mexico, Curacao and England. 

Q Does Guatemala receive enough dol- 
lars from its exports to buy the neces- 
sary imports? 

A Due to the insecurity of capital dur- 
ing the previous regime, there was a large 
deficit of foreign exchange, which resulted 
in an unfavorable balance of payments for 
the nation in recent years. But, with the 
new policy put into effect by this Govern- 
ment, it is hoped that the imbalance will be corrected. Al- 
ready much capital has returned to the country. 

Q How much money did Guatemala send abroad because 
of fear of the Arbenz regime? 

A It is estimated that about 100 million dollars left the 
country to be deposited in banks outside. However, the con- 
fidence that the people have placed in us and the desire to 
collaborate with a non-Communist Government have made 
this money begin to return to Guatemala to be invested in 
industry, agriculture and so forth. 

Q Do you expect that all of this money will come back 
to Guatemala? 

A Economic confidence and tranquillity ought to return 
all of it to this country. Our international credit will be im- 
proved, thanks to a policy of honesty and progress; the bank- 
jhg institutions, both national and private, will enjoy autono- 


“my and will be respected by the Government in order to 


assure monetary stability, which produces intense economic 
activity. 

Q Does Guatemala have large resources awaiting develop- 
ment? 

A Yes, there are different branches of the national economy 
that have great possibilities. 

Q What are they? 

A Among the principal ones are petroleum, timber, live- 
stock and mining. Our country is very mountainous and vol- 
canic, and may have a good future for mining. 

Q Are you going to change the petroleum law so as to 
give foreign companies confidence and enable them to ex- 
ploit the oil deposits? 

A Technical studies will be made, locking toward the re- 
vision of the present petroleum law, so as to convert this 

(Continued on next page) 
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... “The co-operation of the United States is imperative” 


resource into a new source of income for the country. Foreign 
capital, in conjunction with Guatemalan capital, will be able 
to invest in the development of petroleum, provided it con- 
forms to the laws of Guatemala. 

Q Do you have other plans for economic development? 

A Yes, we have other plans for further development of the 
national economy, including the utilization of rich lands that 
have not been exploited up to this time because of lack of 
satisfactory means of communication. 

Q Do you desire the investment of foreign capital in Guate- 
mala? 

A Any investment that redounds to the benefit of the coun- 
try will be supported by my Government. 

Q In what lines are the opportunities greatest? 

A Industry, construction, livestock raising and mining are 
backward now, and they offer great possibilities. 

Q Will private capital have more security in Guatemala in 
the future than in recent years? 

A We propose to create an atmosphere of confidence, so 
that Guatemalans will invest their capital tor the benefit of 
the country, and so as to give foreign capital the security 
necessary for investments—always provided they respect the 
laws enacted by the Government and give the workers the 
fair treatment they deserve. 

Q How are you going to solve the problems that arose un- 
der the previous Government, involving the big North Ameri- 
can companies here—the United Fruit Company, the electric 
company, the railway and the Grace interests [shipping, 
coffee, etc.]? 

A The differences existing between these companies and 
the Guatemalan Government will be solved on the basis of 
justice and equity and without detriment to the national in- 
terests. In the case of the United Fruit Company, there is the 
difficulty of the lands that were expropriated, a problem that 
will remain in the same status as other cases under the agrari- 
an law and which will be taken into account when the new 
agrarian law goes into effect. 


WHAT FARMERS WILL GET— 


Q What are you going to do about the old agrarian-re- 
form law that caused so much controversy, and the National 
Agrarian Department that administered it? 

A One phase of our fight against Communism is to appor- 
tion to the peasants the lands necessary for their sustenance, 
thus achieving abundance and a cheapening of farm products 
needed to feed the people. To that end we have initiated 
studies looking for reform of the agrarian law in accordance 
with the facts of the national situation, anticipating, among 
other reforms, one to give the land to the peasant as his own 
property, rather than as a renter or tenant chained to the Gov- 
ernment. As this reform is not yet in effect, the application 
of the agrarian law is suspended, meanwhile guaranteeing 
possession of their lands to peasants already benefited. 

Q What will be done with the extensive land holdings that 
were taken over from Germans in World War II and that 
the Government now operates as the National Farms? 

A That subject will be studied in detail in connection with 
the new plan of agrarian reform. 

Q It is said that the Arbenz Government started construc- 
tion of a hydroelectric plant with the purpose of killing, by 
competition, the U.S.-owned company that now provides 
electric service. What will be done with the new plant? 


A Work on the new plant will be continued, not to provide 
competition for existing industries but to aid in the electri- 
fication of the country. Detailed studies will be made so as to 
reach a solution to this problem. 

Q How many miles of good roads are there in Guatemala? 

A The highways have been badly neglected, because the 
Arbenz regime concentrated all its interest in the construc- 
tion of the highway to the Atlantic. There are about 125 
miles of paved roads now in the whole country, of which many 
need extensive repairs. The rest of the roads are of dirt, and 
they need immediate attention. 

Q What are your plans for road building? 

A One of the first problems this Government will try to 
solve will be the completion of the Pan-American Highway, 
which needs 28 miles of new construction and about 185 
miles of paving. Furthermore, work will be done on a network 
of secondary roads that will give access to lands that cannot 
be cultivated now because they lack communications. 

Q What are you planning to do to revive the tourist busi- 
ness, which under Arbenz dropped from many thousands of 
persons each year to virtually none? 

A My Government believes that tourism should become 
one of the major sources of the country’s income if it is 
developed properly. Publicity is one of the methods that will 
be used to carry out the development plans that we have in 
mind, because one thing that will make tourism prosper is to 
give the outside world knowledge of our country. The lack of 
tourists can be explained by the threatening and uncertain 
attitude that the former regime maintained toward the for- 
eigner who was not in sympathy with it. 

Q When will elections be held? 

A Our Government will return to the constitutional order 
after we have calmly, conscientiously and patriotically con- 
solidated our movement of liberation. The date of our elec- 
tions depends upon this return to a constitutional order. 


“RED INFLUENCE” ON LABOR— 


Q What will be your policy toward unions of workers and 
of peasants? 

A After the cleanout of Communist elements, which is 
nearing completion, the normal functioning of unions is 
assured, guaranteeing the social gains made by the workers 
and trying by every means to increase those gains for the 
benefit of all the people. The workers and the peasants 
should know that their gains are safeguarded, but they should 
not let Communist influences or elements try to “foreign- 
ize” them. 

Q In your opinion, is Communism a menace in Latin 
America? 

A To judge by the hard experience that we have suffered 
in Guatemala, international Communism is a real threat to 
world peace and to the solidarity of the American peoples; 
for the control of our country, besides being absolute, served 
as a bridgehead for the heavy infiltration that was taking 
place in sister countries. 

Q What should the United States do to prevent the spread 
of Communism in Latin America? 

A The co-operation of the United States with the demo- 
cratic governments of Latin America is imperative. Only in 
that way can be resolved the grave problems that confront 
our peoples and that are the instrument of Communist in- 
filtration. 
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Worldgram 4 


FROM THE CAPITALS OF THE WORLD 


CAIRO....TEHERAN....BONN....MEXICO CITY.... 





>> The West, not Soviet Russia, is winning in the Middle East. Soviet Russia 
is on the losing side in the new agreements made by Iran and Egypt. 

Oil deal in Iran will help keep Soviet Russia out of that country. 

Base deal in Egypt tells Moscow it's not wanted there, either. 

In both Iran and Egypt the Communists, until recently, had reason to hope 
things were going their way. They were on the verge of capturing Iran. They 
saw the British-Egyptian quarrel over Suez as a wonderful opening for Moscow. 
But now the Middle East is clearly and publicly pro-West, and anti-Soviet. 








>> To understand what's involved in the British-Egyptian deal over Suez..... 

Britain agrees to withdraw 83,000 troops from its big Suez base, leaving 

control of the base to Egypt, aided by British technicians--not in uniform. 
Egypt agrees to let Britain use the base in case of an attack on Egypt, 

its Arab neighbors, or Turkey--a Soviet attack, that is, on the Middle East. 
These two provisions are the heart of the agreement. A formal treaty will 

be drawn up and ratified in a matter of months. But there's agreement now, 

and early in 1956 the last British soldier will leave Egypt. 
You'll note that the Suez Canal, as such, is not involved. It is operated 

by an international private company. This deal just involves the military base. 








>> On the face of it, the deal is a British retreat, an Egyptian victory. 

Britain loses sure control over its most important Middle Eastern base. 
In effect, Egypt gets a veto power over future use of the big base. 

Suez, traditional "life line of empire," which once meant safe communica- 
tion between Britain and its Far Eastern possessions, has been cut. 

Britain admits its power is no longer a match for world-wide commitments. 
Britain, by itself, cannot now police the Middle East, let alone the world. The 
job in the Middle East is now to be done by a combination of British, American 
and local military power--all of it heavily dependent on U.S. arms and dollars. 

Britain gains, on the other hand, cordial relations with Egypt and 
other Arab states after years of costly and dangerous quarreling. 

Egypt is the heavy winner. It has complete independence, after 72 years 
of what Egyptians called British military occupation. It has assurance of help 
from U.S. and Britain, in case of attack. It has a pledge of increased U.S. aid. 

Egypt's military Premier, Colonel Nasser, would seem to be sitting pretty. 











>> It has not been easy for Sir Winston Churchill to surrender the Suez base. 
His roots are in the nineteenth century, when the British Empire was in its 
glory. He does not relish the role of liquidator of Britain's world power. 


(over) 
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Churchill's choice, though, was clear: Stay in Egypt by force, at the 
risk of war, maybe a big one, or withdraw on the best terms possible. 

Britain's military weakness dictated withdrawal. British forces are spread 
thin, so thin that the British Isles have been left without a strategic reserve. 
Now, some two thirds of the troops at Suez will be shifted to bases in Britain. 

Militarily, the British-Egyptian deal is a risk for the West. It remains 
to be seen how well Egypt's Army, plus Turkey's, can work with U.S. and British 
forces to defend the Middle East. So far, it's defense in theory, not in being. 

Politically, however, the Suez deal helps the West, hinders Soviet Russia. 














>> In Teheran, as in Cairo, the U.S. and Britain are back in favor, Soviet 
Russia is out in the cold and a strong man is in charge. 

It's a sharp change. Not so long ago, with ex-Premier Mossadegh riding 
high, Iran was kicking Britain and U.S. around, giving free rein to local Commu=- 
nists. A Communist take-over was, in fact, within a couple of weeks of happening. 

The oil deal changes the picture. 

Iran's oil, still nationalized, will be marketed by a Western group. 

Moscow is not getting its hands on this oil. 

U.S. aid will keep Iran afloat until oil revenues start coming in. 

Britain, along with U.S., is back in Iran's good graces--so much so that 
Iran has ordered 4.5 million dollars' worth of farm tractors from British firms. 

Soviet Russia, pressing Iran to keep it from lining up with the West, has 
been told by Premier Zahedi to mind its own business. 

Iran's strong man, Premier Zahedi, is responsible for this transformation 
in Teheran. He's no stooge for the West, but he saw early that Iran was far 
more likely to make a profitable deal with the West than with Moscow. 

















>> In Europe, the time for a showdown on the German issue is at hand. 

Deadline for a French decision, for or against a European Army with German 
troops in it, is set for the end of August. France can't stall any longer. 

If France says yes, West Germany lines up with West to defend Europe. 

If France says no, the pressure will be on Bonn to ditch the West, open 
Giplomatic and economic relations with Moscow, think of a deal with Russia. 

In this situation.....Pressure is rising inside Germany against the West, 
for reconciliation with Moscow as the only way to get a unified Germany. 

U.S. and Britain, if France says no, will have to move fast to keep West 
Germany hitched to the West, and find a new way to get West Germany rearmed. 














>> In Mexico City, the question of Communists in Government is getting hot. 

It started when Mexico opposed America's anti-Communist resolution at Cara- 
cas. It got hotter when some prominent Mexicans, including the powerful former 
President, Lazaro Cardenas, sided with the Arbenz regime in Guatemala. It really 
blazed up when a Communist flag appeared in the National Palace of Fine Arts, a 
Government building, over the casket of Mrs. Diego Rivera, wife of the Communist 
artist. Cardenas, to add to the excitement, spoke at the funeral. 

Question: Are Communists inside the Government, dictating policies? 

Right-wing Mexicans say yes, point publicly to 142 alleged Communists. 

President Ruiz Cortines, no Communist, has his hands full without this Com- 
munist issue. He wants no fight with right or left. Odds are, though, that 
he'll have to fire some prominent leftists from the Government fairly soon. 
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How trucks help big assembly lines live “hand to mouth” —and prosper 


Trucks themselves have become an essential part of 
today’s assembly lines! Many modern plants need little 
or no warehouse or storage space. Instead, they are 
geared to on-the-dot delivery by truck of parts needed to 
keep assembly lines moving! 

You can get an idea of the way this works from visit- 
ing Anderson, Indiana, a typical, busy American city. 
Here numbers of large and small plants make small parts 
or subassemblies for the automotive and electrical in- 
dustries. One day’s production in Anderson is often con- 
sumed the next day in assembly lines 300 miles away— 


C1 ay, 


Sy 
i 


in Detroit and a score of Midwestern cities. Parts as- 
sembled or finished in Anderson may leave there between 
5 p.m. and midnight, and arrive before the first shift 
goes to work at the destination plant! 

Such fast, flexible feeding of assembly lines makes the 
motor truck one of the keys to today’s mass production 
techniques. It has helped make communities like Ander- 
son, Ind., thrive and become important contributors to 
the wealth and the defense of the United States. Just one 
more example of the essential role trucks have in every- 
one’s welfare. If you’ve got it—a truck brought it! 


American Trucking Industry / American Trucking Associations, Washington 6, D.C, 
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How many bucks 
can you afford? 


It takes persistence to break down resistance — no matter 
what you're selling. 


At today’s advertising prices, can you afford the persistence 
you need to get the sales results you want? 


Take a look at Collier’s. On an annual budget of $220,000, for 
example, you can place 19 black and white pages in Collier’s 
—and get more paid circulation (ABC) than the same sum 
will buy in any other mass weekly or biweekly. 


What’s more, your ads work double time in Collier’s. Those 
19 pages deliver 38 weeks of current active selling. 


What $220,000 Buys 


Weeks of Total Cost per Page 
No. of B&W ~~ Current Active Advertising per Thousand 
Pages per Year Selling Impressions * of Circ. (ABC) 


COLLIER’S . . 19:$218,785) .. . 38... 69,209,856 . . . $3.16 
S.E. Post. . . 14 ($219,800) ... 14... 62,228,600 . . . $3.53 
es aes 11 ($223,850) ... 11... 59,414,575 . . . $3.77 
Ae 17 ($217,005) . . . 34... 63,088,955... $3.44 


, *ABC Circulation, Dec. 31, 1953—times no. of insertions 


All this, and the year’s biggest circulation gain, too. On news- 
stands alone Collier’s is up 63.7% over the first 6 months of 
last year. 


Want more data about America’s fastest growing magazine? 
It’s yours for the asking. 


The big new 


Collier's 


For impact and Frequency 





The Crowell-Collier Publishing Company, 640 Fifth Avenue, New York 19, N. Y. 
Publishers of Collier’s, The American Magazine, Woman’s Home Companion 
and Collier’s Encyclopedia 
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Syngman Rhee Tells Congress: 


HOW TO STOP THE COMMUNISTS 


From President Rhee of South Korea comes 
a “hard doctrine’ for dealing with the Com- 
munists—fight them where they are. 

For the U.S., what is involved? Does the 
South Korean President want GI's to do the 
fighting? Does he want U.S. ships and planes 
to blockade and bomb Communist China? 


Following is the text of an address by President Syngman 
Rhee of the Republic of Korea, made July 28, 1954, at a 
joint meeting of Congress: 


I prize this opportunity of speaking to this august body of 
distinguished citizens of the United States. 

You have done me great honor by assembling in this his- 
toric chamber. I shall try to reciprocate in the only way I 
can—by telling you honestly what is in my mind and heart. 
That is part of the great tradition of American democracy 
and free government, and it is a tradition that I have be- 
lieved in for more than half a century. Like you, I have been 
inspired by Washington, Jefferson and Lincoln. Like you, I 
have pledged myself to defend and perpetuate the freedom 
your illustrious forefathers sought for all men. I am Korean, 
but by sentiment and education I am an American. [Applause] 

I want first of all to express the unbounded appreciation 
of Korea and Koreans for what you and the American people 
have done. You saved a helpless country from destruction, 
and in that moment the torch of true collective security 
burned brightly as it never had before. The aid you have 
given us financially, militarily and otherwise in defense of 
our battle front and for the relief of the refugees and 
other suffering people of Korea is an unpayable debt of 
gratitude. 

We owe much also to former President Truman, whose mo- 
mentous decision to send armed forces to Korea saved us 
from being driven into the sea, and General Eisenhower, the 


And what if a “little war’ in Asia brings 
Russia to the aid of China? 
Here, in full text, is President Rhee’s ad- 


‘dress before the U.S. Congress on July 28. 


Later, in another speech, he said he did not 
mean U.S. should attack now, but should 
decide now what is necessary to save China. 


latter as President-elect and now as Chief Executive, for 
their help and knowledge of the enemy peril. 

The President-elect came to a Korea which for 40 years had 
been under a cruel Japanese subjugation. Few foreign friends 
had ever been permitted on our soil. Yet here, for the first 
time in history, because your military might alone regained 
our freedom, came the great man you had chosen as President. 
He came to see what could be done to help the Koreans. 

I cannot bear to pass this occasion without mentioning our 
deep and heartfelt thanks to the American war mothers. 
We thank them for sending their sons, their husbands and 
their brothers in the American Army, Navy and Air and 
Marine Corps to Korea in our darkest hours. We shall never 
forget that from our valleys and mountains the souls of 
American and Korean soldiers went up together to God. May 
the Almighty cherish them as we cherish their memory. 

Ladies and gentlemen of the Congress, these noble com- 
patriots of yours had magnificent leadership in Generals 
MacArthur, Dean, Walker, Almond, Ridgway, Clark, Hull 
and Taylor. Then, too, in 1951 General Van Fleet arrived in 
Pusan to command the Eighth Army. It was he who discov- 
ered the soldierly spirit of the Korean youths and their fer- 
vent desire for rifles with which to fight for their homes and 
their nation. Without much ado, he gathered them together 
in Cheju-do, Kwangju, Nonsan and other places and sent Ko- 
rean Military Advisory Group officers to train them almost day 
and night. Within a few months they were sent to the front 
line and they performed marvelously. 





PRESIDENT RHEE ADDRESSES CONGRESS: “Death is scarcely closer to Seoul than to Washington“ 
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Today this Army is known to be the strongest anti-Commu- 
nist force in all Asia. [Applause] This force is holding more 
than two thirds of the entire front line. So General Van Fleet 
is known in Korea as the father of the Republic of Korea 
Army, the hard “ROK’s” as the GI’s called them. Now, if the 
United States could help build up this force, together with 
the air and sea strength in adequate proportion, I can assure 
you that no American soldier would be required to fight in 
the Korean theater of action. [Applause] 

Yet many, many Americans gave all they had to give to the 
good cause; but the battle they died to win is not yet won. 
The forces of Communist tyranny still hold the initiative 
throughout the world. On the Korean front, the guns are 
silent for the moment, stilled temporarily by the unwise 
armistice which the enemy is using to build up his strength. 
Now that the Geneva Conference has come to an end with no 
result, as predicted, it is quite in place to declare the end of 
the armistice. The northern half of our country is held and 
ruled by a million Chinese slaves of the Soviets. Communist 
trenches, filled with troops, lie within 40 miles of our national 
capital. Communist airfields, newly constructed in defiance 
of armistice terms and furnished with jet bombers, lie within 
10 minutes of our National Assembly. 

Yet death is scarcely closer to Seoul than to Washington, 
for the destruction of the United States is the prime objective 
of the conspirators in the Kremlin. The Soviet Union’s hydro- 
gen bombs may well be dropped on the great cities of Ameri- 
ca even before they are dropped on our shattered towns. 


IF U.S. DROPS HER’ GUARD— 


The essence of the Soviet’s strategy for world conquest is 
to lull Americans into a sleep of death by talking peace until 
the Soviet Union possesses enough hydrogen bombs and in- 
tercontinental bombers to pulverize the airfields and _pro- 
ductive centers of the United States by a sneak attack. This is 
a compliment to the American standard of international mor- 
ality; but it is a sinister compliment. For the Soviet Govern- 
ment will use the weapons of annihilation when it has enough 
to feel confident that it can eliminate America’s power to 
retaliate. We are obliged, therefore, as responsible states- 
men, to consider what, if anything, can be done to make cer- 
tain that, when the Soviet Government possesses those weap- 
ons, it will not dare to use them. 

We know that we cannot count on Soviet promises. Thirty- 
six years of experience have taught us that Communists never 
respect a treaty if they consider it in their interest to break 


it. They are not restrained by any moral scruple, humanitarian - 


principle or religious sanction. They have dedicated them- 
selves to the employment of any means, even the foulest— 
even torture and mass murder—to achieve their conquest of 
the world. The Soviet Union will not stop of its own volition. 
It must be stopped. 

Does this necessarily mean that the United States and 
its allies must either drop bombs now on the Soviet fac- 
tories or stand like steers in a slaughterhouse awaiting 
death? 

The way to survival for the free peoples of the world— 
the only way that we Koreans see—is not the way of wish- 
fully hoping for peace when there is no peace; not by trust- 
ing that somehow the Soviet Government may be persuaded 
to abandon its monstrous effort to conquer the world; not 
by cringing and appeasing the forces of evil; but by swing- 
ing the world balance of power so strongly against the Com- 
munists that, even when they possess the weapons of an- 
nihilation, they will not dare use them. [Applause] 

There is little time. Within a few years the Soviet Union 
will possess the means to vanquish the United States. We 
must act now. Where can we act? 
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We can act in the Far East. Ladies and gentlemen, the 
Korean front comprises only one small portion of the war 
we want to win—the war for Asia, the war for the world, 
the war for freedom on earth. 

Yet the Republic of Korea has offered you its 20 equipped 
divisions and the men to compose 20 more. A million and 
a half young Koreans ask for nothing better than to fight 
for the cause of human freedom, their honor and _ their 
nation. [Applause] The valor of our men has been proved 
in battle and no American has doubted it since General 
Van Fleet’s statement that a Korean soldier is the equal of 
any fighting man in the world. [ Applause] 

The Government of the Republic of China in Formosa 
also has offered you 630,000 men of its armed forces and 
additional reserves. 

The Communist regime on the mainland of China is a 
monster with feet of clay. It is hated by the masses. Although 
the Reds have murdered 15 million of their opponents, thou- 
sands of Free Chinese guerrillas are still fighting in the in- 
terior of China. Red China’s Army numbers 2.5 million, 
but its loyalty is not reliable, as was proved when 14,369 
of the Communist Chinese Army captured in Korea chose 
to go to Formosa, and only 220 chose to return to Red China. 
[Applause] 

Furthermore, the economy of Red China is extremely 
vulnerable. Sixty per cent of its imports reach it by sea, and 
seaborne coastal traffic is its chief means of communication 
from north to south. A blockade of the China coast by the 
American Navy would produce chaos in its communications. 

The American Air Force as well as the Navy would be 
needed to insure the success of the counterattack on the 
Red Chinese regime, but, let me repeat, no American foot 
soldier. 


THE ROAD TO VICTORY 


The return of the Chinese mainland to the side of the free 
world would automatically produce a victorious end to the 
wars in Korea and Indo-China and would swing the balance 
of power so strongly against the Soviet Union that it would 
not dare to risk war with the United States. Unless we win 
China back, an ultimate victory for the free world is un- 
thinkable. 

Would not the Soviet Government, therefore, launch its 
own ground forces into the battle for China and its Air 
Force as well? Perhaps. But that would be excellent for 
the free world, since it would justify the destruction of the 
Soviet ce:ters of production by the American Air Force be- 
fore the Soviet hydrogen bombs had been produced in 
quantity ; 

1 am aware that this is hard doctrine. But the Communists 
have made this a hard world, a horrible world, in which to 
be soft is to become a slave. 

Ladies and gentlemen of the Congress, the tate of human 
civilization itself awaits our supreme resolution. Let us take 
courage and stand up in defense of the ideals and principles 
upheld by the fathers of American independence, George 
Washington and Thomas Jefferson, and again by the Great 
Emancipator, Abraham Lincoln, who did not hesitate to 
fight in defense of the union which could not survive half 
free and half slave. 

Let us remember, my friends, that peace cannot be re- 
stored in the world half Communist and half democratic. Your 
momentous decision is needed now to make Asia safe for free- 
dom, for that will automatically settle the world Communist 
problems in Europe, in Africa and in America. [Applause] 


For the story of President Rhee and his fight for Korean 
independence, see the following page. 
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= SYNGMAN RHEE, Washington is just 
as familiar a city as his own capital, 
Seoul. But Dr. Rhee’s Washington wel- 
come, which began his current U.S. 
visit, was a triumphal entry he scarcely 
could have imagined a few years ago. 

Throughout a persistent half century 
of agitation for Korean independence, 
Dr. Rhee spent many long, forlorn and 
discouraging periods in Washington. He 
haunted State Department anterooms. 
He besieged officials with pleas for help. 
Usually, he was ignored, rebuffed or, 
at best, tolerated. 

But this time there was a hero's wel- 
come. Dr. Rhee rode through thronged 
thoroughfares decorated with Korean 
and U.S. flags to receive a key to the 
city. He was President Eisenhower's 
guest at the White House. And then 
this man who always found it so hard to 
get official attention in Washington ad- 
dressed a joint meeting of Congress. 

It was a bristling speech. Korean and 
Nationalist Chinese troops would “coun- 
terattack” Red China, with U.S. air and 
naval support. If Russia should inter- 
vene, U.S. planes would flatten that 
country. Later, Dr. Rhee said he was 
not advocating a U.S. war on China, 
but urging that eventual overthrow of 
the Chinese Reds be a part of U.S. 
policy. At 79, Dr. Rhee holds to his 
free-Korea goal as rigidly as when he 
first visited the U.S. in 1904. 

Emissary. That trip, financed by 
friends and by collections taken up 
along the way among Korean expatri- 
ates, was aimed at getting President 
Theodore Roosevelt to do something 
about Korea, then in process of being 
taken over by Japan. Mr. Roosevelt was 
about to settle the Russo-Japanese War 
from Portsmouth, N. H. 

Mr. Rhee had joined the Korean 
Independence Club, 10 years earlier, 
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After Half a Century, 
Washington Listens 


Mr. Rhee, the old Washingtonian, returns in 
triumph to the capital that for years refused to 
listen to his plea for a free Korea. At 79, his goal 
remains firm and unchanged. 


at the age of 19. Seven of the 10 years 
had been spent in prison, for leading a 
mass student demonstration. For six 
months he was subjected to physical 
torture. But, on his release, Mr. Rhee 
rejoined his colleagues of the Independ- 
ence Club. They decided that they 
must be represented at the Portsmouth 
Conference and delegated Mr. Rhee to 
speak for them. 

Actually Mr. Rhee and a colleague 
managed to get an interview with Mr. 
Roosevelt at his Sagamore Hill home. 
The two Koreans were dressed in rented 
frock coats and silk hats. Mr. Roosevelt 
wore his San Juan Hill Rough Rider's 
uniform. The President seemed _inter- 
ested. He suggested that Mr. Rhee’s 
lengthy memorandum be brought to 
him through State Department chan- 


PRESIDENT EISENHOWER GREETS PRESIDENT RHEE 


-Harris & Kwing 


nels. Then he would present it at Ports- 
mouth. 

Mr. Rhee hastened to Washington. At 
the State Department, however, eye- 
brows were raised. His status as a spokes- 
man for Korea was questioned. Korea had 
a legation in Washington and anything 
official would have to come from it. Lega- 
tion officials dominated by the Japanese 
would not help. The memorandum never 
went to Mr. Roosevelt. In 1905 Japan 
took Korea as a “protectorate,” annex- 
ing the country in 1910. 

Exile’s education. Mr. Rhee decided 
to stay in the U.S., push the Korean 
cause and meanwhile complete his 
schooling. He had had a classical Chinese 
education, and also had studied English. 
He had been converted to Christianity. 

(Continued on page 50) 
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After 50 years, a hero’s welcome 
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arteries are vital in plants, too! 


Some one has said that piping is the arterial system 
in a plant. Often it’s a complicated system of piping 
that must safely carry air, steam and liquids at tem- 
peratures ranging up to 1050° Fahrenheit and pres- 
sures as high as 2100 pounds per square inch. 

It’s this type of system that Blaw-Knox can readily 
handle, from original engineering to final erection 
. . . in power plants, public utilities, steel mills, oil 
refineries, chemical plants, paper mills, in fact 
throughout all industry. 

On any job you place with Blaw-Knox, you’ll get 
the benefit of thirty years technical know-how and 
practical experience in this field. 

You'll gain the advantages of modern shop facili- 
ties for hot and cold bending, welding and fabricat- 
ing. A metallurgical research laboratory to provide 


the latest developments in steel and alloy piping. The 
newest types of testing equipment to insure sound- 
ness and strength of the piping under the most severe 
operating conditions. Plus a complete service force, 
equipped with modern machinery for field erection. 

Providing the arteries for industry is only one of 
many accomplishments of Blaw-Knox research and 
engineering which enable industries to improve pro- 
duction, reduce costs, make a better product. 

In the products and services listed below, you will 
undoubtedly find some that you can profitably put 
to use in your business. 


BLAW-KNOX COMPANY 
Farmers Bank Building + Pittsburgh 22, Penna. 


before you buy, see if Blaw-Knox makes it 
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Blaw-Knox Equipment Division 

Pittsburgh 38, Pa. and Elyria, Ohio 

Chemical and Process Equipment 

Clamshell Buckets 

Gas Cleanin, — rrr 

Open Steel Grating 

Radio, TV and Transmission 
Towers 

Road Paving Machinery and 
Construction Equipment 

Steel Forms for Concrete 
Construction 

Steel Plant Equipment—Water 
Cooled Doors, Frames, 
Reversing Valves, etc., 
for High Temperature Furnaces 


Buflovak Equipment Division 

Buffalo 11, N.Y. and M 

Chemical, Dairy and Food 
Process Equipment 


Chemical Plants Division 

Pittsburgh 30, Pa. 

Engineers and Constructors of 
Chemical Process, Industrial, 
Petroleum and Atomic Energy 
Plants 


Foote Const. Equip. Division 
Nunda, N.Y. 

Black Top Road Pavers 
Concrete Road Pavers 


ora, Minn. 


Lewis Machinery Division 

Groveton, Pa. 

Rolling Mills and Auxiliary 
Machinery for Rolling Steel and 
Other Metals 

Ordnance Equipment 


National Alloy Division 

Pittsburgh 38, Pa. 

Alloy Steel Castin s for Extreme 
Temperature, Abrasion and 
Corrosion Resistance 


Union Steel Castings Division 

Pittsburgh 1, Pa 

Power Piping and Sprinkler Heavy Industrial Steel Castings 
Division Ordnance Castings 

Pittsburgh 33, Pa. 

Prefabricated Piping for all (Pittsburgh and Lewis Rolls) 
Pressures and Temperatures Pittsburgh 1, Pa 

Automatic Fire Protection Systems [ron, Steel and Alloy Rolls for 

Pipe Hangers Rolling Steel and Other Metals 


Rolls Division 
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The Man, The News 





Rhee, attending Princeton, 
knew Woodrow Wilson .. . 


Church groups were interested and 
scholarships were available. 

As a special student at George Wash- 
ington University, he obtained an A.B. 
degree in 1907. He went to Harvard 
for a master’s degree and then to 
Princeton, where he earned a Ph.D. in 
1910. His thesis was “Neutrality as In- 
fluenced by the United States.” 

Meanwhile, Mr. Rhee was busy cru- 
sading for Korea, too. It was his ob- 


ihe session and also his livelihood. Scholar- 
iF TH F S Kl L L S YO U NEE D ships usually covered little more than 
tuition. But he managed to obtain lec- 

ARE HARD TO GET 





ture engagements. The fees ranged from 
nothing to as much, occasionally, as $50. 
He lived simply and got along. 

At Princeton, moreover, Mr. Rhee fell 
under the spell of Woodrow Wilson. The 
latter was much taken by the serious 
young Korean, with his fixity of purpose, 
his aloof, unassumed dignity. Mr. Rhee 
was invited often to the Wilson home. 
Mr. Wilson sometimes introduced him to 
friends as “the future redeemer of Ko- 
rean independence.” 

Missionary and agitator. After 
Princeton, Mr. Rhee returned to Korea as 
a Methodist missionary teacher and an 
official of the Young Men’s Christian 
Association. With his church work he 
combined political organization and 
agitation against the Japanese occupancy. 
After nearly a year and a half, he was 
forced to leave again. He did not return 
until after the Japanese were beaten in 
World War II. 

From Korea, Mr. Rhee went to 
Hawaii, where he founded the Korean 
Methodist Church and the Korean 
Christian Institute, the latter a school 
which he directed until 1939. But he 










a productive manpower 
represents more than 260 different trades, 
crafts, and specialized skills. Industrially, 


PLENTY OF 





. alwa i ith the in- 
it is the most diversified state in the POWER AND WATER always kept in chise touch with the i 

: : : ay —— dependence movement at home. 
nation, with transportation facilities that In 1919, there were demonstrations, 
include 97,000 miles of improved high- BIG MARKETS passive resistance. Thousands were shot 


t ; i EASILY REACHED 
ways, 12,000 miles of railroad, 168 inter- 


down by the Japanese. In the same year, 
resistance leaders met secretly at Seoul 
and formed the Korean Provisional 
Government. Mr. Rhee was made Presi- 
dent. Leaders fled to Shanghai, where he 
joined them. 
ee From that point on, Mr. Rhee’s ac- 
tivities were directed largely at obtain- 
ing recognition of the Provisional Gov- 
ernment. He did not stay long at Shang- 


connected airports, as well as sea, lake, 





and river ports. And the more than 10144 UNEQUALED 


million people who live in Pennsylvania TRANSPORTATION 





have a spendable yearly income of more 
than $16 billion. If these facts interest 
you, remember they are but highlights of 


the opportunities Pennsylvania affords. 





BEST OF gr : " . : 
neat diene hai, repaired instead to Washinton. 


Woodrow Wilson was talking of “self-de- 
termination,” the rights of small nations. 


Mr. Rhee was counting on his old friend 
DEPARTMENT OF COMMERCE to help out. 


COMMONWEALTH OF PENNSYLVANIA gly Ogee one lege 


Write in confidence for further information .. . 


and the State Department refused to 
give Mr. Rhee a passport. Such action, 
the common explanation was, would 


STATE CAPITOL (C-5), HARRISBURG, PA. 
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. . . Korean leader had plan 
to help in World War Il 


offend Japan, and at that time the U.S. 
was counting on a strong Japan to 
stabilize peace in the Pacific. 

Between wars. In the between-war 
years that followed, Mr. Rhee was back 
and forth frequently between Hawaii 
and the U.S. Many intervals were spent 
in Washington, where he found as usual 
that he could scarcely make a dent. 

But he made many friends. Several 
newspapermen took him up, got his 
cause into print from time to time. As 
usual, there were many friends in the 
churches and ministry. One of the closest 
of these was, and is, the Rev. Frederick 
Brown Harris, pastor of the Foundry 
Methodist Church in Washington. Mr. 
Rhee remains a member of that church. 
Dr. Harris scheduled a special service 
for him during his recent visit. 

After Pearl Harbor, Mr. Rhee thought 
he saw promising new avenues for his 
cause. Koreans could be organized for 
guerrilla warfare against the Japanese. 
The Provisional Government could be 
recognized like other governments-in- 
exile. On the latter point, however, official 
doors remained closed. One explanation 
was that the U.S. now did not want to 
offend Russia by giving Korean inde- 
pendence a helping hand. 

But the Office of Strategic Services 
was ready to listen to Rhee’s plans for 
harassing the Japanese. A plan was 
worked out for recruiting 100 young 
Koreans who could speak both Japanese 
and Korean with fluency. They would 
be trained and parachuted into both 
Korea and Japan for sabotage work. 

With some difficulty the group was 
gotten together and trained. But, as war 
plans developed, it was never used. 

Peace? With Japan beaten, Russia 
and the:U. S. occupied the Northern and 
Southern sectors, respectively, of Korea. 
Mr. Rhee was eager to be home, to a 
country half of which, at least, was free. 
There were many delays. The State De- 
partment and the Army both raised 
obstacles. Mr. Rhee finally got away, 
with few to see him off. 

His recent return to the U.S. was a 
dramatic contrast. In the meanwhile, 
his country had been overrun by war in 
which American armies fought. Korea 
was left divided and only half free by 
an uneasy truce settlement that Mr. 
Rhee stoutly resists. 

The prize Mr. Rhee has _ sought 
throughout a lifetime remains beyond his 
grasp. In Korea there is a saying that 
Syngman Rhee will not die until Korea 
is free and united. Certainly in the time 
that remains to him there will be no letup 
in his fight. 
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How to give an 
elementary lesson in quiet! 











Johns-Manville 
Fibretone Acoustical Tiles 
reduce disturbing noise 
at low cost 


TheJohns-Manville Fibre- ~ 
tone Acoustical Ceilings 
installed throughout this 
elementary school keep 
distracting noise to a min- 
imum, encourage class- 
room concentration, and 
make work easier for both 
students and faculty. 





Because distracting noise is so harmful to 
efficiency in any activity, practically all new 
building specifications include acoustical ceil- 
ings for sound absorption. However, just be- 
cause your present building was constructed 
before sound control became an established 
science, there is no reason for you to be handi- 
capped by noise. You can have a Johns-Manville 
Fibretone* Acoustical Ceiling quickly installed 
over your present ceiling. 

Johns-Manville Fibretone offers an acoustical 
ceiling which is highly efficient yet modest in 
cost. It consists of 12” square panels of sound- 
absorbing materials in which hundreds of small 
holes have been drilled. These holes act as 
“noise-traps” where sound energy is dissipated. 
Fibretone is predecorated, can be painted and 
repainted, and is available with a flame-resistant 
finish. 


For a complete survey by a J-M acoustical 
expert, or for a free book entitled “Sound Con- 
trol,” write Johns-Manville, Box 158, Dept. 
US, New York 16, N. Y. In Canada, write 


199 Bay Street, Toronto 1, Ontario. 
*Reg. U. S. Pat. Off. 


Johns-Manville 





Fibretone Tiles are easily 
installed over new or existing 
construction. Hundreds of 
smali holes drilled into the 
sound absorbent panels in- 
crease acoustical efficiency. 








40 years 

of leadership 
in the 
manufacture 
of acoustical 
materials 





$1 











Look what’s new in metals 


Mod 


SERVICE CABLE 


Overhead: SILVALINE® provides 
3-wire service ina moisture- and 
fire-resistant cable. Attractive 
silvery finish can be painted 
to match house. Other types 
available. 


Underground: When electricity is 
brought into house underground, 
there is no chance of storm dam- 
age. DURASHEATH® may be used 
for this purpose. Special neoprene 
jacket resists soil moisture, acids, 
abrasion, ground electricity and 
chemicals. Means reliable service 
at all seasons of the year. 


RANGE WIRING 


Should be a heavier wire as well 
as a special circuit. Ideal cable 
is SIVALINE. Moisture-, heat-, 
and flame-resistant. 


PORTABLE CORDS 


Cords for waxers, polishers, vac- 
uum cleaners, washing ma- 
chines, power tools, ironers last 
longer when they are SECURI- 
TYFLEX. Rubber-insulation, oil-re- 
sistant neoprene jacket. Other 
cords available. 


HOW SHALL I WIRE MY HOME? Though Americans live in an electrical 
wonderland of exciting new appliances, few realize how many 
types of wire are needed to make a house a home. Here are shown 
some of the wires that Anaconda has developed to help your 
electric company and your electrical contractor do a better job of 


TV LEAD-IN WIRE 


Want to get all the new UHF 
stations clearly? FOAMLINE— 
Anaconda's latest TV lead-in 
wire —gives clear images on 
regular channels and on new 
UHF channels. For better recep- 
tion — ask your serviceman to 
use FOAMLINE. 


OUTDOOR WIRING GENERAL WIRING 


a oe Se ee Use either mew SILVER DUTRAX® or 

on 0 ie sae P DENSHEATH®. Both have thermo- 
Provide terrace lighting outlets aie : eae 
nae eehinst ike the Gea. plastic insulation. General circuits 
SHEATH or thermoplastic Type (15-ampere fuse) carry up to 1750 
UF. Bury it. Soil bende 5 aie oa watts. Special small appliance cir- 
pasive: porticies, .ete., normally cuits (heavier wire, and a 20- 
sent teat ampere fuse) allow up to 2300 watts. 


ILLUSTRATION CouRTESY LIVING FoR YOUNG HOMEMAKERS 


home wiring—from pole to meter to appliance. For 15¢ in coin 
we'll be glad to send you a helpful 24-page booklet, ‘Getting the 
Most out of Your Electrical System.” It has-been prepared by 
The National Adequate Wiring Bureau. Write for your copy to 
Anaconda Wire & Cable Company, 25 Broadway, New York 4, N.Y; 



















































Millions of Americans had no elec- 
trical problems to speak of—until 
they began to plug in millions of the 
new electrical appliances. Then this 
became a nation of popped fuses. 
And now everyone is learning that 
the wiring in most American homes 
simply cannot carry the current re- 
quired by today’s electrical living. 


Anaconda Wire and Cable Co. 
has consistently campaigned for 
greater adequacy in industrial wiring 
since 1937. Electric companies, 
wholesalers, contractors and indus- 
try all worked together. They so im- 
proved the power arteries through 
which flowed the lifeblood of mil- 
lions of electrically operated tools 
and machines—large and small— 
that American industry was far bet- 
ter prepared for its now famous 
“miracle of production” in World 


War II. 


What's the answer? 


Now the problem has shifted to the 
home front. American homes, new 

- and old alike, need millions more 
circuits and greatly increased con- 
ductor capacity. 


Through research in conductors 
and insulations, Anaconda is help- 





Modern Wiring 


THE PROBLEM OF OUTMODED, INADEQUATE WIRING 
HAS PLAGUED THE ELECTRICAL INDUSTRY 
FOR YEARS. NOW THE BOOM IN ELECTRICAL APPLIANCES 


MAKES THE SITUATION CRITICAL. 


ing to meet the wiring needs of the 
nation—in common with other lead- 
ing manufacturers. Adequate wiring 
campaigns are now spreading over 
the land. Builders and electrical 
contractors are responding with bet- 
ter wiring in new homes—and by 
encouraging adequate rewiring of 
existing buildings. 


To help implement these efforts, 
Anaconda offers not only a com- 
plete line of efficient, modern and 
economical building wires and 
cables (described on the opposite 
page )—but also a complete package 
of promotional material available 
to electric companies, contractors 
and electrical wholesalers. 


Everyone lives better— 
electrically 


An adequately wired America 
not only enjoys itself more—but 
spends more money for more elec- 
trical appliances. 


Good wiring benefits everyone— 
local businessman, manufacturer, 
parts-supplier, builder, and con- 
tractor. 


Good wiring means good living— 


more fun, less work, more comfort. 
64277 


ANACONDA 


“ANACONDA” IS A REGISTERED TRADGMARK 


PRODUCERS OF: Copper, zinc, lead, silver, gold, platinum, cadmium, vana- 
79 dium, selenium, uranium oxide, manganese ore, ferromanganese, and 


superphosphate. 


MANUFACTURERS OF: Electrical wires and cables, copper, brass, bronze and 
other copper alloys in such forms as sheet, plate, tube, pipe, rod, wire, 


forgings, stampings, extrusions, flexible metal hose and tubing. 


SEVEN-TON BITE OF COPPER ORE! Since 
November, 1953, these big shovels 
have been working at Anaconda’s 
new open-pit mine near Yerington, 
Nevada. The ore is trucked to the 
adjoining treatment plant. After this 
the ensuing copper-rich precipitate is 
shipped to Anaconda’s Montana 
plants for smelting and refining. Since 
World War II, “‘Yerington”’ was the 
first of the nation’s new copper mines. 


HOW MUCH DOES RUST COST? Rust 
costs Americans 5 times as much as 
fire each year. Hot and cold water 
lines, drainage systems, conventional 
or radiant heat piping, gutters, down- 
spouts and flashings in Anaconda Copper 
can’t rust...save homeowners 
money and trouble. 















‘Ton-Jowls | 


“TAKE” 
the washroom test 


Recently, a large Philadelphia baking 
company* made a one-week, one-floor 
test of Mosinee Turn-Towls against 
two competing brands. Here are the 
results: 


Cost of Towel No. 1 ........ $12.30 
Cost of Towel No. 2 ........ $ 8.03 
Cost of Turn-Towl .......... $ 5.70 


In terms of both cost and quality, re- 
sults were so conclusive in favor of 
Turn-Towls that this company installed 
them throughout the plant. 

*Name on request 


BAY WEST PAPER CO. 
1100 West Mason Street 
GREEN BAY, WISCONSIN 
A Division of Mosinee Paper Mills Co. 








Lobbies are fine, 
but not to sleep in 
Be sure you've a room 


wa ay 
= *% 


to count your sheep in 
New 
WESTERN UNION 
Hotel Reservation 
SERVICE 


} tsi WESTERN 
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FROM LIBERIA 





“MADE IN AMERICA” 


MONROVIA, Liberia—In Liberia, on 
the steaming coast line of West Africa, 
the U.S. is getting its chance to show 
what it can do about the “African prob- 
lem” that has Britain and France so 
worried. 

This country bears the label “Made 
in America.” It was founded in the 
1820s by freed slaves from the U.S., 
settling land bought by Americans who 
organized a society for that purpose. 
Its flag is patterned after the Stars and 
Stripes. U.S. currency is commonplace. 

When you walk down the principal 
avenue of Monrovia, a town of about 
15,000 inhabitants, you see big frame 
houses that resemble, in a run-down 
way, the old mansions of Virginia or 
Georgia. Monrovia itself, the capital city, 
is named after President Monroe. 

There are other American names, too 
—a town of Buchanan, a county of 
Maryland. Liberia’s leading families carry 
such names as Dennis, Cooper, Horton, 
all reminiscent of the old slave-owning 
families of the American South. 

The U. S. stake in Liberia, however, 
is more than sentimental. 





—Bilack Star 


“UNCLE SHAD” TUBMAN .. . 
In a country the size of Pennsylvania, 1,000 miles of roads... 


American private capital finances Li- 
beria’s two big industries, rubber pro- 
duction and iron mining. The iron ore at 
Bomi Hills is probably the richest in the 
world, even richer than Sweden’s. To- 
gether, the iron mines and rubber groves 
contribute about 8 million of the 12.6 
million dollars that the Liberian Gov- 
ernment now spends a year. 

U.S. loans and technicians are help- 
ing Liberia launch a five-year develop- 
ment program to cost 32 million dollars. 
The U.S., in addition, has committed 
itself to modernize Monrovia’s harbor, 
at a cost of 20 million dollars. 

All this provides a show_window for 
the “American way of life” in Black 
Africa, a part of the world beginning to 
stir with unrest and agitation. 

As a show window, Liberia is not 


‘ much to look at as yet. 


Monrovia itself reveals this. The only 
up-to-date sections are the main avenue, 
lined with Government offices and the 
tin-roofed mansions of the leading fami- 
lies, and the outlying promontory where 
the diplomatic quarter overlooks the 
tropical sea. Downtown, the business 
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_ AND HIS NATION. 
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area consists of two or three tin shacks 
and open-air stalls. 

Outside Monrovia, there are only 
about a thousand miles of road—rough, 
dirt roads—in a country the size of Penn- 
sylvania. 

In the really deep interior, only an 
occasional jeep bumps along the jungle 
trails. Communication, in such places, 
is still by means of “talking drums.” In 
some of the villages, American mission- 
aries have built churches, schools and 
clinics. But in others not even the Gov- 
ernment knows what goes on—or how 
many people live there. 

In fact, a heated argument is now 
going on as to just how many inhabi- 
tants Liberia has. Some officials say 2.5 
million. But an aerial survey, showing 
the number of huts in each settlement, 
has produced an estimate of only 668,000 
inhabitants, Most guesses range between 
1 and 1.5 million. 

Now that Liberians have seen what 
can be done with rubber and iron ore, 
they are welcoming more foreign capital 
to open up the backlands. They are 
spurred on in this ambition by Liberia’s 
President, William V. S. Tubman, known 
to his fervent following as “Uncle Shad.” 

President Tubman, now 58, heads 
Liberia’s only political party, the “True 
Whigs,” who have ruled the country 
for 7 years. According to Americans who 
have lived in Liberia a long time, the 
True Whigs rule simply because there 
are not enough able politicians to spread 
around two or more parties. 

Before Mr. Tubman was re-elected 
last year, a tribal chief started a “Re- 
form Party,” but his candidacy was ruled 
out on the ground that he filed too late. 
The consensus in Monrovia is that Mr. 
Tubman is smart and capable by any 
standards. 

Here are some of his comments in 
the course of an hour’s interview. 

One-party system? “Yes,” said Presi- 
dent Tubman, “the people are satisfied 

(Continued on page 56) 
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“OLD SOUTHERN MANSION” 
... and “talking drums” 
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Save time now wasted 
in retyping, copying! 


In your own office, check the time spent in 


















retyping for extra copies—time that could be 
spent on more important work .. . And you’ll 
understand why the Bambino can add hours 
to your office day. 

Little larger than a typewriter and electrically 
operated, this new Ozalid® machine copies 
a letter in less than a minute, for less than two 
cents. And turns out up to 200 copies per 
hour . . . of anything typed, written, printed 
or drawn on translucent paper as wide as 
nine inches, any length. 


THE BAMBINO makes extra copies cheap and 
plentiful. Reproduction is instantaneous 
on chemically coated Ozalid paper, film, 
or fabric, at high speed and low cost— 
without stencils, plates, inks or developing 
solutions. And delivers clear, dry copies. 

Economically priced at only $410, the 
Bambino will soon pay for itself even 
in the small office. 

Call the nearest Ozalid distributor 
(see phone book) for a demonstration. 
Or write for free brochure to 33 
Ozaway, Johnson City, New York. 

OZALID-—A Division of General Aniline & 


Film Corporation... From Research to Reality. 
In Canada, Hughes Owens Company, Ltd., Montreal. 





copying machine for the office 
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recreational advantages 





Sixteen well-equipped State Parks 
make outdoor living a pleasure 








T tains offer spect: 
lar views and cool week-end retreats 
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Recreational facilities have a direct bearing on 
industrial production — and in Tennessee the whole 
State is a playground. Within easy driving distance 
of any plant site you'll find outstanding State Parks, 
the Great Smoky Mountains and other mountain 
areas, plus 19 fabulous Great Lakes and numerous 
streams which make Tennessee one of the nation’s 
choice spots for fishing, boating and swimming. 


This Summer, why not explore Tennessee for 
yourself and size up its recreational advantages and 
its wide range of plant sites? Industrial and vaca- 
tion literature will be sent on request, and 250 incor- 
porated cities and towns welcome an opportunity to 
show what they have to offer. 


"| "s ptional recreational advantages 
were a definite factor in our decision to locate a 
plant here. Both management and workers get 
more pleasure out of living under such conditions.” 










Wa ter G. Rostyer, Plant Manager ; 
Paris Manufacturing Company, Paris, Tennessee 
A subsidiary of HOLLEY CARBURETOR COMPANY, x» 


he 
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... Liberians take their 
complaints to President 


with the Whig Party. But I have said 
many times that the Whigs would wel- 
come an opposition.” 

Tyranny in Liberia? “No,” said Presi- 
dent Tubman. “That is not true. Any- 
body can criticize the Government, short 
of inciting a revolt. We do everything 
we can to keep the Government in con- 
tact with the needs of the people. I 
have made more trips into the interior 
than anyone else. If anybody has a 
complaint to make, he can come right 
here to the Executive Mansion and make 
it.” 

Communism in Liberia? “No,” said 
President Tubman. “There are thousands 
of Communists across our own borders in 
French Africa. We have to think about 
that. But right now we have no Com- 
munists here that I know of.” 

Next step for Liberia? “Roads,” he 
said. “We have a hard time getting from 
one part of the country to the other... .” 

Foreign investment? “By all means.” 

Liberia’s prospects in general? 
“Well,” said President Tubman, “for the 
first 90 or 100 years in this country we 
were just barely hanging on. . . Now, at 
last, we have a chance to go ahead, with 
more revenues coming in, and with the 
interest being shown by the United 
States. If we fail now, there can be no 
excuse on our part.” 

An interview with President Tubman 
suggests a man with a pretty sober out- 
look. Liberian politics, however, are not 
always so dignified. 

During last year’s election campaign, 
when Mr. Tubman professed a reluctance 
toward another term, the President’s 
admirers serenaded him with a ballad, 
“Please Say Yes, Uncle Shad.” As the 
election drew near, Candidate Tubman 
could count on the energetic support of 
organizations such as the “Tubman Jolly 
Girls and Boys,” a collection of aging 
precinct workers and favor seekers. 

The opinion is general among Ameri- 
cans in Liberia that, without President 
Tubman, the Government probably 
would fall apart. Everybody admits 
there is corruption in the Government, 
reportedly on a petty scale. The stand- 
ard of administration is low, with few 
officials trained for their jobs. 

The question now is whether the 
development of Liberia’s resources by 
American investment and aid will change 
this picture. 

“I have the feeling,” said an Ameri- 
can official in Monrovia, “that this coun- 
try is going some place at last—but I 
don’t know how far it’s going.” 
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HOT SHOOTING IN COLD WAR— 
3 NATIONS SWAP STRONG WORDS 


Communist Chinese warplanes shot down 
an unarmed British air liner. Then they fired 
on U.S. Navy planes seeking survivors. 

U.S. fighters fired back, destroyed two 
Communist planes. The incidents in the South 


BRITAIN’S EDEN: “WANTON 


Following is the text of comments by Anthony Eden, Brit- 
ain’s Foreign Secretary, in the House of Commons on July 27, 
1954, on U. S. actions that followed the shooting down of a 
British air liner by Chinese Communists: 


Anthony Eden: . . . On 24th of July, the United States 
Secretary of State announced that two United States aircraft 
carriers had been ordered to proceed to the scene of the 
Chinese attack upon the Cathay Pacific air liner as a result 
of which three United States nationals were injured and 
three were still missing. The task of these ships and their 
aircraft was to conduct and protect further search and rescue 
operations in the vicinity of the crash. 

I have been informed by the United States Government 
that on the 26th of July, at approximately 10:05 a.m., local 
time, two of these carrier-based aircraft, while on rescue 
operations seeking possible survivors, were attacked over 
the high seas aproximately 13 miles from Hainan by two 
Chinese fighter aircraft, apparently of the same type as shot 
down our air liner. A Chinese gunboat also opened fire 
upon these U.S. planes. The United States aircraft returned 
the fire from the planes and two Chinese aircraft were shot 
down. 

I have been requested to instruct Her Majesty’s chargé. 
d'affaires in Peking [Peiping] to convey a protest to the 
Chinese Government on behalf of the six United States 
citizens killed and wounded in the attack on our Brit- 
ish air liner, and the wanton interference with search and 
rescue operations in the area of the incident. Instruc- 
tions have been sent according to Her Majesty’s chargé 
d'affaires. 

I should add that on 23d of July, on being informed of the 
Cathay Pacific crash, the Hong Kong civil aviation depart- 
ment communicated with White Cloud airfield, Canton, by 
radio, stating that there had been a crash off Hainan and that 
search aircraft, of which details and markings were given, 
were taking off. About an hour later, a message was received 
from Canton air-traffic control that a Sunderland aircraft al- 
ready in the area would be permitted to remain but that 
any other warplanes sent to search would be fired on without 
warning if they approached land. This message was against 
all international custom and behavior. Her Majesty’s repre- 
sentative has been instructed to make a protest at Peking in 
respect of the nature of this message. 

Herbert Morrison [Labor]: The House will be obliged to 
the Foreign Secretary. I am sure we all hope that there will 
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China Sea became subjects of international 
concern. Protests were fast and heated. 

Here are the accounts of what happened as 
given by the President of the U.S., a British 
Cabinet member and a Chinese Communist. 


INTERFERENCE” BY CHINESE 


be no further incidents in connection with this most unhappy 
matter. If any further factual information or any other infor- 
mation would arrive, will the Foreign Secretary do his best to 
inform the House about it? 

Mr. Eden: Yes, sir. Perhaps I should add this information, 
which has reached me: It is that Hong Kong has reported that 
four fighter aircraft circled over a French Constellation air- 
craft about 75 miles off Hainan Island. According to the pilot 
of the French aircraft, the purpose of the fighters appeared 
to be identification. The pilot has been interrogated by the 
Royal Air Force authorities in Hong Kong, who are satisfied 
that the fighters were MIG’s. The House will note the dis- 
tinction between a search for identification and the action 
previously taken. I thought the House ought to know about 
this, in view of the press reports. 

Desmond Donnelly [Labor]: Is the Foreign Secretary 
aware that the United States Commander in Chief of the 
Pacific Fleet is reported in today’s British press as saying 
that his forces have standing instructions to be quick on the 
trigger, and whilst in no way— 

The Speaker [W. S. Morrison]: Order. I do not think 
that matter comes within the Minister’s responsibility. 

Mr. Donnelly: I was just coming to the point, Mr. Speaker. 
Whilst in no way dissenting from what the Foreign Secretary 
had to say yesterday, or condoning Chinese action, may I 
ask whether the right honorable gentleman is aware of the 
grave implication and involvement in which this may land 
British forces in the Far East if it is pursued to its logical con- 
clusion? Can he give the House an assurance that he is in 
close touch with the United States Government, warning 
them of the extreme tenseness of the situation which may be 
created by American action? 

Mr. Eden: I really am very reluctant to make any more 
comment on this matter. I do not think it would be help- 
ful. The question of the right honorable member for 
Lewisham, South [Herbert Morrison] was fully justified, 
in that these later incidents arose out of what happened 
to a British aircraft; but we ought not to pursue in this 
House what happens between two foreign countries. Every- 
body knows that the object of Her Majesty's Government, 
if they possibly can, is to prevent incidents recurring. I do 
not think we can help by commenting, either in a friendly 
way or adversely. 

Woodrow Wyatt [Labor]: Will the right honorable 
gentleman add information on one point? Is it clear that 
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the American aircraft concerned were actually outside 
Chinese territorial waters at the time? The report is that 
they were. 


Mr. Eden: The report which I have received—I was not 
there—is that they were 12 miles outside territorial waters. 
I think I gave this information to the House just now. 


RED CHINA’S CHANG: “OUTRAGEOUS AGGRESSION” BY U.S. 


Protest issued by Chang Han-fu, Deputy Foreign Minister 
of Communist China, to the U.S. Government on July 27 
follows: 


On July 26, 1954, a United States naval unit comprising 
aircraft carriers and several destroyers came to the waters in 
the vicinity of the east coast of Hainan Island of China, and 
at 0925 hours four United States fighter aircraft from the car- 
riers invaded China’s territorial air over Port Yulin. 

At 1005 hours, another group of 12 United States fight- 
er airplanes invaded the air above Lohwei of Hainan Island 
and attacked two Chinese patrol aircraft, which were shot 
down. 

Thereafter, another two United States fighter airplanes 
dived to strafe two Polish merchant ships and a Chinese es- 
cort vessel. They fled when the Chinese escort vessel fired 
back in self-defense. 

The above constitutes yet another outrageous act of ag- 
gression on the part of the United States imperialists in utter 
disregard of all law and order. 

For several years the United States imperialists occupying 
China’s territory Taiwan [Formosa] have been providing 
the Chiang Kai-shek gang with large numbers of aircraft, 
naval vessels and all kinds of munitions and water material, 
and directing and supporting the Chiang Kai-shek gang to 
harass constantly China’s coastal areas and islands, to drop 
secret agents over China and to practice piratical interception 
and robbery of merchant ships of various nations sailing to 
China for trade. 

More than this, the United States naval and air forces have 
on many occasions invaded directly China’s territorial waters 
and territorial air. 

Recently, at the time when there is a further easing of in- 
ternational tension through the holding of the Geneva Con- 
ference and the reaching of an agreement on the restora- 
tion of peace in Indo-China, the United States imperialists, in 
order to save their “policy of strength” from dismal failure, 
have become more frenzied and have directed and supported 


the remnant Chiang Kai-shek gang to step up their invasion 
and harassment of China’s mainland and their piratical ac- 
tivities. 

The United States naval and air forces have recently ex- 
tended their military activities along the South China coast. 

It was precisely because of the constant harassment of this 
area by the air forces of the United States and the Chiang 
Kai-shek gang that the unfortunate incident of a British trans- 
port aircraft occurred over Port Yulin of Hainan [sland in the 
morning of July 23. 

And now the United States, on the pretext of rescuing the 
aircraft in distress, has gone so far as to dispatch its naval unit 
and fighter airplanes to carry out even more flagrantly in this 
area acts of aggression against the Chinese people, acts of in- 
vading China’s territorial air, savagely attacking and shooting 
down two Chinese patrol aircraft, and diving upon and 
strafing Polish merchant ships and a Chinese vessel sailing 
on the high seas. 

The Central People’s Government of the People’s Repub- 
lic of China hereby protest most strongly against the United 
States Government for the criminal acts of the United States 
Air Force in invading China’s territorial air over Port Yulin 
and Lohwei, attacking and shooting down by surprise two 
Chinese aircraft in the most savage manner, as well as diving 
upon and strafing a Chinese vessel. 

The Chinese people most indignantly condemn such shame- 
less acts of aggression on the part of the United States im- 
perialists. 

The Central People’s Government of the People’s Republic 
of China hereby gives its serious warning to the United States 
Government to stop immediately such acts of aggression, or 
else the United States Government will have to bear full re- 
sponsibility for its provocations and suffer the consequences. 

The Central People’s Government of the People’s Re- 
public of China reserves the right to claim compensation from 
the United States Government for all the losses in life and 
property incurred in the incident of the shooting down of two 
Chinese aircraft. 


PRESIDENT EISENHOWER: AMERICANS WILL DEFEND RIGHTS 


President Eisenhower was asked in his press conference on 
July 28 for his reaction to recent Communist air attacks on 
U. S. and British planes. The question and answer follow, with 
the answer paraphrased in accordance with White House 
rules: 


Q: Are you disturbed about this situation? 

The President: Mr. Eisenhower said that things like this 
always cause deep concern. 

The sequence of events, he continued, was this: U.S. offi- 
cials learned that a British transport was shot down and that 
there were Americans aboard, so a U.S. task force was im- 
mediately ordered into the area to pursue rescue operations. 
The orders, Mr. Eisenhower pointed out, were not to pro- 
voke any incident, but to take any measures necessary to de- 
fend themselves while doing this task. 

When the rescue force was attacked, he said, two of the 
Chinese planes were shot down and the Chinese Communists 
claimed that the American force was not where it should be. 
We were perfectly certain, the President stated, that they 
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were not only where they should be, but were on legitimate 
business. 

Orders of the task force then, Mr. Eisenhower continued, 
were to stay there as long as any hope remained of finding the 
people who had been shot down. He said that it is the judg- 
ment of Admiral [William K.] Phillips as to when no hope 
remains. 

In the first instance the Communists apologized at once, 
the President said, but when Americans became involved the 
Communists took a different attitude. 

What this means, he added, is difficult to calculate, but he 
would think it is at least part of a regular plan of trying to 
split up the Western Allies one from the other. 

He mentioned, too, dispatches he has seen that show 
anxiety in Paris, a feeling there that Americans may be im- 
pulsive and truculent. The President stated that we do not 
mean to be, that we are simply determined to defend 
our rights. Americans, he added, will defend themselves 
in these instances whenever they are on legitimate busi- 
ness. 
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=\We’ve Been Asked:= 


ABOUT EXTRAS 
SERVICEMEN LOSE 











e Effect of cutback in special 
services for men in armed 
forces is bothering Pentagon. 


@ Many complain about less 
opportunity to save by buying 
at service stores. 


Many servicemen are complaining 
about cutbacks in benefits and 
services for themselves and their 
families: What's going on here? 

There have been a number of cutbacks. 
These involve such things as use of com- 
missaries and post exchanges, medical 
and dental care for families of service- 
men, school facilities for dependents, 
old movies and, in some cases, the move- 
ment of household goods of transferred 
personnel. 


What is the effect of this? 

The effect is a sharp fall-off in_ re-enlist- 
ments. It costs much more to train a new 
man than it does to continue an experi- 
enced man in the service. This comes 
at a time when the Defense Department 
wants to attract more people to military 
careers as both commissioned and non- 
commissioned officers. A special commit- 
tee of officers, appointed to study this 
situation, recommended strongly that 
these extra benefits, long allowed, be 
restored in the interest of maintaining 
morale among men in the armed forces. 


Why were these cuts made, and by 
whom? 

Many of the cutbacks were made strict- 
ly as economy measures. A number of 
them were ordered by Congress, either 
in appropriation bills or in other legisla- 
tion. Sometimes the military depart- 
ments themselves were responsible for 
added expenses imposed on military per- 
sonnel. Pressures by private business 
groups, objecting to military competition, 
caused some of the cuts. 


Have operations of service stores 
been cut much? 
Yes. Some servicemen and their families 
say they have stopped using the com- 
missaries altogether. They complain that 
there is less saving than heretofore in 
these stores, as well as less choice of 
goods and poorer service. The same 
complaints often are made against post 
exchanges and ships’ stores. In addition, 
some of these stores for selling to mili- 
tary personnel have been closed down 
(Continued on page 60) 
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You've got to be 


HERE! 


..-for Lower Distributing Costs 


Another top reason why industry is headed Southeast: The 
area’s vast network of through and connecting railroads that 


cut distributing costs by fast, dependable hauling of raw ma- . 


terials and finished products. Twelve major railroads, many 
completely dieselized, and thousands of miles of new highways 
link resources with markets in this ever expanding consumer- 
industrial gold mine of 28 million people. 


READY-MADE RESOURCES FOR PROFIT! 


Here’s every natural and man-made resource you need to oper- 

ate successfully in the Southeast: low-cost utilities; ample 

water; raw materials; plentiful, intelligent and willing labor; 

mild climate; cooperative local governments. And a bank that 

will help you find a suitable location, help finance your re- 

location ... THE FIRST NATIONAL BANK OF ATLANTA 
. . a bank that can handle your requirements. 


Experienced Industrial Location Specialists are available to 
do your spadework. They are ready to start this minute to help 
you find the best location for your operation. 












THE 


FIRST 


NATIONAL BANK 
OF 


ATLANTA 


Write today. All inquiries held in 
strictest confidence. Address Busi- 
ness Development Department, The 
First National Bank of Atlanta, 
Atlanta, Georgia. 


ee. in Business 
for Your Business 


(Capital Funds in excess of $22,000,000) 





59 





People think clearly 
when seated by Royal 








Liye 
The first step to clear thinking 
is ease from tension. This means 
x being completely relaxed. You know 
how it feels to be so relaxed for 
sometime, somewhere, you’ve been seated by Royal. 





metal furniture since ’97 


industrial cafeterias 
reception rooms 
executive offices 
general offices 
employee lounges 


ROYAL METAL MANUFACTURING CO. 
175 North Michigan Avenue, Chicago 1, Illinois, Dept. 128 
Your only source for over 150 metal furniture items. Write for literature. 













NEW! AEROQUIP 


FITTINGS 
PUSH ON... STAY ON! 


Now hose lines are amazingly easy to 
make! Just cut Aeroquip 1525 hose to 
length and push the hose on the socket- 
less fitting. You can make fuel, air, water 
and oil lines in seconds. Another Aero- 


PRACTICAL! BE bg) 
A complete os Es] 
inventory of yi (Balas 
Aeroquip 7 - 


socketless 
fittings and 





hose in one 
compact kit. 


=w\eroaquip 


SOCKETLESS FITTINGS AND HOSE 
AEROQUIP CORPORATION, JACKSON, MICHIGAN 


quip product designed to do a better job. 





60 





We've Been Asked: 





. . . Fewer doctors are 
available to serve Gi’s 


altogether; this at times has been the 
case where civilian stores were avail- 
able near by. 


Is a limit placed on things service 
stores can sell? 

Yes, plus a restriction on how far they 
can undersell civilian stores on certain 
items. There are restrictions on the sale 
of many articles, such as furniture, most 
types of clothing and electric supplies. 
Limits also are placed on the value of 
some items that can be sold, including 
auto supplies, sporting goods, toys and 
trunks. 


Next, have medical and dental serv- 
ices for families been cut? 
Actually, no cutback has been ordered in 
these services for families of the military 
officers and enlisted men. But a reduc- 
tion has taken place nonetheless. That's 
because of a drop in the number of mili- 
tary physicians and dentists, who often 
are drafted. Upon recommendation of 
a presidential advisory committee, three 
physicians are on duty for each 1,000 
men. That is fewer than there used to be. 


Because of fewer physicians and den- 
tists, there automatically is less of their 
services for GI families, who are en- 
titled to medical care only to the extent 
facilities are available. There often are 
long waiting lines, so that many go 
elsewhere to civilian doctors. This means 
an additional expense for servicemen 
who used to get this free medical care 
for their families. 


Has school service been curtailed? 
Some reduction in school facilities for 
military families abroad followed cuts 
in appropriations. Some of these facili- 
ties may be restored. Similarly, improve- 
ments in transportation for domestic 
public and parochial schools may follow 
curtailments of this type of service. 


What about transfer of families? 
There have been cuts in the amount of 
household goods that can be moved free 
when a man is transferred. These cuts 
affected officers mainly. 


Do military people complain about 
tax changes, too? 

They do in one important respect. The 
new tax bill has a special tax credit for 
government employes—federal, State and 
local-who _ retire on pensions before 
reaching the age of 65. Retiring military 
personnel are excluded from this tax 
credit. They say this is discrimination 
against them. 
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News YOU Can Use 











App!. for Trade-Mark Reg. Pend. 


24th and N Streets, N.W. 
Washington, D. C. 


People wonder--now that home construction is crowding 1950's record--what 
the outlook is for those who plan to buy or sell a house. Here's the latest: 


MARKET FOR HOMES. Flood of new houses coming on the market has made sales 
Slower, shaded prices somewhat. That's shown in separate nation-wide surveys 
made by the U.S. Savings and Loan League and the National Association of Real 
Estate Boards. New houses, for example, are staying on the market from 60 to 
90 days--about the same as six months ago, but 30 days longer than this time last 
year. On older houses, turnover is slower. As a rule, it takes 90 days or more 
to sell one--a month longer than last autumn. People having trouble selling an 
old home might consider renting it; the League survey showed an undersupply 

of rental housing in many areas, an oversupply in only a few. 








i HOUSE PRICES. Homes in the higher-cost bracket are a bit lower in 
price now than a year ago, the surveys find. In the medium and low-cost 
range, prices are about the same. That's mainly because the net change in 
construction costs--up somewhat in the last couple of months after a steady 
drop since last summer's all-time high--shows more in the higher-priced 
house. A home that costs $27,000 to build today would have cost $28,300 
last year, but only $25,000 in 1950. One costing $11,100 today would 

have been $11,300 last year, $10,000 in 1950. 





MORTGAGE MONEY. Loans to buy homes are easier to come by than a year or so 
ago in two thirds of the nation's communities, the Real Estate Boards’ study in- 
dicates. There's talk, though, that the new housing bill's more liberal down 
payments and longer terms may bring a flock of new people into the housing market. 
That could increase the demand for home loans, tighten the mortgage situation. 
Interest now commonest on conventional mortgages, the study shows, is 5 per cent. 





LIFE INSURANCE. The federal tax collector comes up with a ruling that 
applies: when you surrender an endowment policy for paid-up life insurance and 
cash. In such a case, you may realize taxable income, the collector says. The 
amount you must report for tax purposes is the difference between the new policy's 
value plus the cash, and the total amount of premiums paid, less any dividends 
received. But, the collector adds, should the premiums, less dividends, be 
larger than the policy's value plus the cash, you cannot claim this difference 
as an income tax deduction. It is a personal expense, therefore not deductible. 

(over) 
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NEWS YOU CAN USE-- (Continued) 


PROXY VOTES. Does a stockholder who gives someone blanket authority to 
vote his proxy on any question arising at a company's annual meeting lose all 
legal right to protest the way the proxy was voted? Not necessarily, decides 
the Delaware Chancery Court. Case arose when a company, in its annual-meeting 
notice, listed items to be brought up and said it intended to present no other 
business. At the meeting, however, it submitted a surprise proposal. The 
Court ruled that the stockholder had no way of knowing the proposal was to be 
presented, and so could bring suit to oppose the way his proxy was voted. 





BONUSES. It isn't possible to put off income tax liability on a 
year-end bonus by getting your employer to delay payment until after the 
new year begins. That's the gist of a new Tax Court ruling. The Court 
says a bonus is income in the year available, and you can't postpone the 
tax by turning your back at the time you could have received the amount. 


GIFTS OF STOCK. Here's another angle on gifts of stock that we told you 
about recently: You can, under present law, make a gift to your wife of up to 
$66,000 worth of stock free of federal tax on the gift. This is because the 
law's "gift splitting" provision makes it possible to take advantage of the 
$30,000 lifetime exemption plus the $3,000 annual exemption each spouse is 
entitled to. Also, you avoid liability for tax on the capital gain you would 
realize had you bought the stock some years ago and sold at today's high prices 





BLACKOUTS. Experts in charge of the nation's defenses now decide there 
will be no blackout of American cities, should war come. You would need no 
blackout curtains, could drive with parking lights on dimmed city streets. Idea 
is to tone down nighttime glow from cities so they all look alike, rather than 
impose a city-hampering blackout. Reason: Defense experts say attackers can 
navigate fairly well to a blacked-out city anyway; control of night glow would ' 
deny them an identifying light pattern to check instruments against. 


TONSILS. Children who have had their tonsils out may be extra- 
susceptible to one of the more serious kinds of polio, two Minnesota 
School of Public Health doctors report. This doesn't mean such youngsters 
are more likely to get polio, they add. But if they do, the researchers 
find, chances are 1 in 3 it will be the serious bulbar type. With children 
who still have tonsils, chances are only 1 in 12. 


JUVENILE DELINQUENCY. Parents get a measure of reassurance in the findings { 
of a Department of Health, Education and Welfare conference on juvenile 
delinquency. Though teen-agers' troubles with the law have been increasing both 
in numbers and in seriousness of the crime, the conference noted, 98 out of 100 ! 
of the nation's youths are "good kids." Conference guideposts to help you 
point your youngster in the right direction: 
Clarify values to be gotten out of life--a job worth doing, for example, 
can be more important than a money goal. 
Set fair, reasonable family rules and be consistent in upholding then. 
Have confidence in yourself as a parent--you'll build confidence in your 
child, also prevent undue worry and a guilt complex in yourself. \ 
Help solve community youth problems, don't just talk about them. 
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Suppose Gasoline Refiners and Retailers Couldn’t 
Adjust Prices to Meet Market Conditions 


Because of intense competition at 
all levels in the oil industry —from 
refining through retailing — Ameri- 
can motorists get better service 
from their local gas stations and 
derive more efficiency from the 
gasoline they use than any other 
_motorists in the world. 


Individual petroleum companies 
and individual gasoline retailers 
are free to adjust prices to meet 
seasonal fluctuations in demand 
for their product—or to counter 
local or regional competitive situ- 
ations. 


But the railroads—with petro- 
leum purchases totaling about 
$400 million a year, making them 
one of the oil industry’s biggest 
customers—do not have the same 


freedom. Archaic regulations, 
most of them established when 
the railroads were practically a 
monopoly, are ill-adapted to to- 
day’s highly competitive situation 
in the transportation industry. 


These regulations deprive the 
railroads of the price flexibility 
essential to meet today’s market 
conditions and competitive sit- 
uations. 


For example, last year one 
group of railroads was refused the 
right to lower rates on canned 
goods to meet the competitive 
highway situation—on grounds 
that reduced rates would not add 
to revenues. At about the same 
time, another group of railroads 
was forbidden to raise rates on 


fresh vegetables on the grounds 
that, even though they were losing 
money hauling them, they were 
making a net profit from their 
overall business. 


The confusion and losses result- 
ing from such regulation have 
proved harmful to the railroads 
operating in the highly populated, 
industrialized East. 


These roads believe they could 
operate more soundly—and serve 
industry and the public better— 
if the regulations affecting them 
were modernized and brought into 
line with conditions as they exist 
today in the transportation indus- 
try... Eastern Railroad Presidents 
Conference, 143 Liberty Street, 
New York 6, N. Y. 











U.S. News & World Report 





Senator McCarthy Gives Views on: 


INVESTIGATING-COMMITTEE METHODS 





Are congressional investigating committees 
abusing their power? Should they be curbed 
by new rules of procedure? Should one-man 
hearings be barred? 

Senator Joseph R. McCarthy, Wisconsin Re- 





publican, testified on these questions before a 
Senate subcommittee considering proposed 
new rules for Senate investigations. 

Here are Senator McCarthy’s views on how 
investigations should be conducted—and why. 








Following is the full text of a statement by Senator Mc- 
Carthy before the Subcommittee on Rules of the Senate 
Committee on Rules and Administration, July 27, 1954: 


Gentlemen: 

I am glad to be here to help in any way that I can with 
the problems at hand. I might add, I would have been glad 
to appear as a witness even if only one member of your Com- 
mittee had been present. 

I shall make a brief statement, after which I shall wel- 
come any questions intended to explore the issues at hand. 
I cannot hope, needless to say, to answer all the criticisms 
leveled at congressional investigating committees, or at our 
Committee in particular, or to deal—even superficially— 
with the philosophy of American government of which 
the congressional investigating committee is so integral 
a part. 

Let me, then, to save time, state very simply the premises 
on the basis of which I have arrived at the conclusions | 
shall here summarize: 

1. I believe Congress has the right and the duty to con- 
tinuously supervise the operations of the executive branch of 
Government, bearing in mind the fact that such supervision 
may prompt it to either (a) pass remedial legislation, or (b) 
cut down or increase appropriations, or specify more precisely 
the use to which appropriations shall be put, or (c) expose 
conditions of corruption or malfeasance of a sort that will 
invoke action either by the Justice Department or by the 
voters. 

2. I believe that congressional investigations differ in sub- 
stantive respects from criminal or civil court proceedings, and 
that, therefore, it is tiresomely irrelevant to insist that the 
two adopt identical procedures. 

3. 1 believe that the menace of Communism, here and 
abroad, enjoins upon the investigating committees of the 
legislature tireless vigilance in behalf of the national security 
—vigilance of the kind that might have averted the crisis in 
which we find ourselves today. 

The tollowing are the premises on the basis of which I 
arrived at my position on some of the issues you are here to 
discuss. As I say, I shall limit myself to discussing only a tew 
of these issues in my prepared statement. 


The Artificial Feud Between 
the Executive and the Legislative 


I do not join with those who believe that Washington is 
not big enough to quarter both Congress and the executive. 
I do not believe that there is any Congressman or any 
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Senator in Washington today bent upon castrating the execu- 
tive to the point where it could not properly go about its 
business. 

I do not believe that any congressional committee has be- 
trayed itself as out to annex the executive. I do not believe 
that any of the allegations aimed at me or at our Committee, 
calculated to prove that we are in effect demanding equal 
time in the White House, is grounded in reason. 

On the other hand, I do believe that Washington is 
crowded with men and women who look upon Congress as 
a constitutional nuisance, and upon Congressmen as creatures 
who should materialize five minutes before appropriations 
bills reach the floor, or five minutes before the executive 
tosses a bill into the hopper, and then fade away until they 
can next be of service. 


WHY COMMITTEES ARE ATTACKED 


1 do believe that the exercise of those powers that are 
inherent in Congress is a plague to those who have a vested 
interest in concealing their improper activities; I believe, in 
other words, that congressional investigating committees will 
continue to be attacked as long as they continue to find evi- 
dence ot dereliction or sloppiness in the executive branch, 
most especially if these committees move in on persons or 
activities sacred to powerful and partisan groups. 

Let me be more specific. On March 18, 1948, President 
Truman decreed that information pertaining to the loyalty 
and reliability ot federal employes should not in the future 
be made available to members of Congress or to their inves- 
tigating committees. There followed two crucial years of vir- 
tual inactivity: three congressional committees were forced 
to terminate their investigations into security in the executive 
departments. During this period, we lost China and the 
Soviet Union detonated its first atom bomb—five years ahead 
ot the most pessimistic estimates. ‘ 

1 am not saying that had President Truman retrained 
trom handing down this edict China would not have fallen, 
and Russia would not have gotten hold of the bomb. I am 
saying that we now know that it was in part negligence 
and in part treason that were responsible for these trage- 
dies, and I am saying that congressional exposures of the 
Institute of Pacific Relations and of Soviet spy rings in this 
country would have taken place sooner had congressional 
committees had access to the findings of our intelligence 
agencies. 

I recall with pride the opposition to President Truman’s 
order by so many prominent members of my own party, back 
in 1948; and it is with dismay that I see so many of the same 
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men now disposed to concede to the executive the permanent 
right to withhold such vital information from congressional 
committees—in fact, to interpret any demurrer against what 
they used to call the Censorship Code as a frontal attack on 
the executive branch of Government. 

I believe that federal employes are solemnly obliged to 
assist duly appointed committees of Congress with their 
work. I believe, in short, in the law of the land, which states 
that federal employes may petition Congress and furnish 
Congress with information. I believe, furthermore, that the 
executive ought not only to co-operate with congressional in- 
vestigating committees but to encourage them in their efforts 
to promote the national interest. After all, we’re working for 
the same country. 


“ROUTINE” MATERIAL KEPT SECRET 


And now, in the train of the executive order forbidding 
security information to Congress, we see the inevitable next 
steps. The office of FOA [Foreign Operations Administra- 
tion] is given to classifying certain routine matter as “For 
Official Use Only”—and, on the strength of such a classifica- 
tion, withholding it from Congress. A few months ago, at a 
meeting of the Senate Appropriations Committee, I asked 
a member of that office what materials classified by the 
United States as strategic—if any—were being shipped by 
Great Britain to the Soviet Union. The following colloquy 
ensued: 


Mr. Chairman: Mr. Leddy [John M. Leddy, at that 
time Acting Deputy Assistant Secretary of State for 
Economic Affairs], do I understand it is your posi- 
tion now that you feel we should not expose the ma- 
terials which we consider strategic war materials which 
our allies are shipping into Red China? You think 
a do some damage if the people knew about 
that 

Mr. Leddy: Yes; I think it might do some damage 
to our international negotiating effort, sir . . 

The Chairman: You do not think the American 
people should know the extent to which our allies are 
shipping what we consider strategic materials to Red 
China? You are afraid if the American people knew that 
it might impair your negotiating efforts? 

Mr. Leddy: No, sir. Not at all. It is the other side 
of the coin. The position of other governments is that 
these matters should be classified. Our position is that 
we should develop the maximum publicity. 

The Chairman: Your position is that you should? 

Mr. Leddy: That we should have the maximum 
publicity; yes, sir. 

The Chairman: You say we should publicize this. 
You say we are not doing it, because other governments 
say we should keep it secret. Is that it? In other words, 
let us say that Britain is shipping, as we know they are, 
a sizable amount of material which we consider stra- 
tegic. You say, “We will keep that secret from the 
American people, because the British Government does 
not want it known.” Is that a correct statement of your 
position? 

Mr. Leddy: Broadly speaking, yes. It is not only 
the British Government. It is other governments gen- 
erally. 


In short, it now appears that congressional committees 
may not receive information that might tend to embarrass 
our allies! What comes next? A refusal to give us information 
that might embarrass the constituents of a given political 
party? 

To sum up, I believe the alleged onslaught by the legisla- 
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ture upon the executive is a phony. But I believe, on the 
other hand, that the onslaught by the executive upon the 
legislature has been increasing by leaps and bounds over 
the past 20 years and is real and deadly, and I propose to 
fight it vigorously. 

In so far as the implications this struggle has on the delib- 
erations of this Committee are concerned, I recommend 
that the Committee condemn executive practices which ham- 
per the legitimate activities of the congressional investigating 
committee, and that ways and means of asserting the rights 
of Congress be explored. 


One-Man Hearings 


Not even our most dedicated critics, not even the statisti- 
cians of the Americans for Democratic Action, have been 
able to circumnavigate the fact that the Senate has only 96 
members. 

We would have to retain the services ot a professional 
statistician if we sought to arrive at the exact number of hours 
a Senator would spend at committee meetings every week, 
assuming he were expected to attend every meeting of every 
committee of which he is a member. I have not had the time 
to compile such statistics but, on the other hand, I don’t 
see the need to do so. 

It is obvious to every Senator that, on the average working 
day while Congress is in session, two or three of the commit- 
tees of which he is a member schedule meetings. It is, of 
course, physically impossible to attend all such meetings and 
do justice to any one of them. Nor do I believe it is possible 
to attend even one half of them and still tend to pressing 
business in one’s own office, or devote enough time to a study 
of pending legislation or to matters affecting the problems 
committees are designed to solve. 

A rule requiring full attendance, or attendance by at least 
two Senators, one of each party, before a committee can 
convene invites a situation where necessary business does 
not get done. In other words, the principal reason why 
such a rule should not be passed is time and the press of 
work. 

There is still another reason why the suggested ruling that 
a member of both political parties must be present would be 
unwise. Such a ruling confers upon a political party the 
power to bring to a halt any investigation that might pre- 
judice its political fortunes. 


PROPOSED RULE “INVITES ABUSE’ 


I freely concede that this objection implies the possibility 
of irresponsible conduct on the part of members of the 
Senate—just as the alleged need for the ruling implies irre- 
sponsible conduct on the part of Senators who conduct one- 
man meetings—and I am not suggesting that the passage of 
such a rule would ensure such behavior. I am simply point- 
ing out that a rule of this nature invites abuse, and en- 
courages pressures aimed at curtailing the effectiveness of 
the Senate. 

These are two reasons against the adoption of this rule. 
We ought now to ask ourselves: What are the reasons for 
such a rule? It is standard procedure to notify every member 
of a committee of a scheduled hearing; there are no com- 
plaints that I know of against me or any other committee 
chairman for failure to co-operate with or accommodate 
other committee members to the extent feasible. And 
where are the abuses traceable to one-man hearings? The 
distinguished Senator from Michigan, Senator Ferguson, has 
conducted 102 one-man hearings over the past 3% years 
in his capacity as a member of just one subcommittee. That 
same subcommittee, incidentally, held 416 one-man meet- 
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ings, which represented about two thirds of all its meetings, 
over the same period. 

Has Senator Ferguson abused his authority? And—let us 
not forget to ask this question—did he not accomplish some- 
thing? And are we to infer that other members of the com- 
mittee for which Senator Ferguson acted—those who were 
not present—were lazy? Or irresponsible? Or were they also, 
perhaps, engaged in important work which they chose not 
to abandon in order to attend these particular meetings, 
relying on Senator Ferguson to represent their Committee 
ably, which, I contend, he did. 

If Senator Ferguson hasn’t abused the one-man hearing, 
then who has? Senator McCarran? Senator Douglas? Senator 
Potter? 


POLITICAL PARTY’S RESPONSIBILITY 


Some of you may be thinking that | have abused the 
privilege of one-man hearings. I shall be glad to examine 
any specific case in point you may have in mind, in just a 
few moments. But let me remind you that if one political 
party objects to the conduct of one-man committee meetings 
presided over by a member of the other political party, it has 
an easy recourse. For example, let us assume that the 
Democratic Party objects to the manner in which I conduct 
one-man hearings. The Policy Committee of the Democrat 
Party in the Senate has only to persuade the Democrat mem- 
bers of our Committee that at least one of them must be 
present at all meetings. I should welcome such a move. 
At the same time, I would not criticize the Democrat mem- 
bers for failing to attend meetings if their schedules 
did not allow it. My own feelings on this matter are illus- 
trated by the fact that I have on occasion authorized a 
Democrat member of our committee to hold one-man hear- 
ings: I should not have done this, obviously, if I lacked 
confidence in their capacity to supervise such hearings com- 
petently and fairly. 

In other words, there is an easy solution for those who 
object to a particular man’s handling of committee meet- 
ings. The question reduces, then, to whether, by outlawing 
one-man meetings because we may not approve of the 
way a particular man handled himself on a particular oc- 
casion, we are not prescribing the guillotine as a cure tor a 
case of dandruff. 


Procedures and Aims 


As I have said, no purpose is served by comparing a con- 
gressional investigation with a court proceeding nor by con- 
cluding that, to the extent that the former differs from the 
latter in procedure, new rules are needed to eliminate the 
differences. 

Though the distinction between the court and its function 
and the congressional committee and its function would 
seem to be self-evident, the ignorance of some of our critics 
as to this distinction appears to be nothing short of invincible. 
But let us try to get through to them, just the same—with 
patience, and peristence. Let us remind them that: 

1. A congressional committee is not a court of law and 
does not seek to be. A Congressional committee cannot con- 
vict or pass sentence upon a man, nor should it. 

2. It follows that, since its power over men is sharply 
reduced, its procedures are less rigidly prescribed. And ex- 
perience shows that this latitude is indispensable if investi- 
gating committees are to investigate effectively. 

3. It would seem, then, that since witnesses do not appear 
as defendants whose lives, liberty, and property are at stake, 
their prerogatives would be correspondingly less. Yet this is 
not the case. A witness enjoys different rights from a defen- 
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dant, but they are not less valuable to him. Whereas the 
witness drops the right to cross-examine his accuser directly, 
he picks up the right to consult his counsel before making 
any reply to any question. Such a situation is not tolerated 
in any court in the country. And incidentally, the experience 
of the past few years with Communist witnesses aping Com- 
munist lawyers every few seconds raises doubts as to the 
wisdom of this practice. 

While witnesses do not have the absolute “right” to con- 
front their accusers, that privilege is regularly granted them 
by virtually all congressional committees. Speaking for my 
own Committee, I can report that on no occasion that I can 
recall have we concealed from a witness either the identity 
of an accuser, or the nature of the accusation; and, in all 
cases, we have allowed the witness’s counsel to submit written 
questions which are put to the accuser. 

4. The fact that a witness is not a detendant in the legal 
sense by no means implies that congressional committees 
should be insensitive to the harm that careless accusations 
can work on a man’s reputation. For that reason, most com- 
mittees, and certainly my own, follow a number of rules 
designed to shield witnesses from embarrassment or slander. 
Thus the executive session, where all material and allega- 
tions are care:ully screened prior to public hearings. Thus 
the witness’s right to counsel. Thus, also, of course, the 
respect paid to every witness's right to refuse to answer ques- 
tions. 


ON PRESENT COMMITTEE RULES 


I am not contending that it is inconceivable that an in- 
nocent man should be damaged as the result of a congression- 
al investigation, but I don’t believe any regulation short of 
forbidding congressional committees to investigate anything 
will positively provide against the hypothetical injustice. 
I do believe that existing regulations and existing attitudes 
strike a near-perfect adjustment in that they give congression- 
al committees sufficient leeway to look after the national in- 
terest and at the same time provide a maximum of protection 
for the individual witness. 

Let me, at this point, address myself to another prominent 
misapprehension, the effects of which beat down upon me and 
our Committee as regularly as the sun rises. That is the 
eternal war whoop: How many convictions have you gotten? 
Not many? Then it follows that your work has been either 
unnecessary or incompetent. 

It is not the function of a congressional committee to get 
either indictments or convictions. Frequently, committee 
work does lead down the path to the Justice Department. 
But convictions most often result from the activities of those 
committees that address themselves to out-and-out law- 
breaking—to graft, corruption, income tax evasion, etc. 

In the field of security, an indictment or a conviction is 
extremely hard to get—not because there are, say, fewer 
Communists in this country than there are income tax eva- 
ders, but because lawbreaking Communists are not as easy 
to trip up as tax evaders. A successtul Communist is precisely 
that person who is skilled in throwing you and me off his 
tracks. In self-defense, then, it became the policy of the Fed- 
eral Government to weed out of Government all persons about 
whose loyalty there is a reasonable doubt—not just those 
persons who can definitely be established to be agents of the 
Soviet Union. 

The Government does not go on to prosecute, nor should 
it—nor could it under the Constitution—the federal employe 
about whose loyalty there is merely a reasonable doubt: It is 
satisfied to dismiss him from federal service. It has been my 
principal concern, over the past years, to rout security risks 
out of Government and defense industries. 
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SENATOR McCARTHY: ‘‘Congressional committees must be allowed to go about their business with 
a degree of flexibility. They must not be weighted down by ponderous rules and restrictions’ 


My chief concern has not been, in other words, to bring 
to trial those responsible for espionage and policy sabotage 
that has already been committed, but rather to prevent future 
espionage and policy sabotage. Every time a security risk is 
ejected from a sensitive agency of Government or a defense 
plant, a step has been taken to guard against the possibility 
of future espionage. It is not as glamorous or as spectacular 


to prevent a future Alger Hiss from changing the course of 


history at a future Yalta as it is to detect an Alger Hiss who 
did change the course of history at a past Yalta. 

But I am more interested in preventing future Yaltas than 
in punishing those to blame for past ones—even if this means 
that I am not in a position to dangle a welter of scalps in the 
faces of my critics who, for a reason I cannot hope to under- 
stand, seem to be saying that my activities and those of our 
Committee are not justified unless we produce a daily quota 
of traitors who have already stabbed this nation in the back. 
It is not enough, it seems, that we are devoting ourselves to 
insuring, as best we can, that she shall not be stabbed in 
the back at some future moment. 

My position, then, is that congressional committees must 
be allowed to go about their business with a degree of 
flexibility. They must not be weighted down by ponderous 
rules and restrictions. 

Let me give a simple illustration: All of us agree that a 
witness should be given, at the very least, several days in 
which to prepare himself before being called upon to testify. 
But does this mean that we should pass a rule forbidding 
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committees to subpoena witnesses on less than, say, 72-hour 
notice? 

Sometimes the Committee finds itself in urgent need of 
a fragment of information. Suppose the Committee were to 
call someone by telephone to ask just one thing, say, “Are you 
the John Jones who lived at 2832 Locust Avenue in Balkti- 
more in 1938?” Yes, he answers. “Would you come to testify 
to that affect?” Of course, he will say. 

Must we wait 72 hours before we may hear him? 

This may strike you as a ludicrous example, yet precisely 
my point is that it is not, that it symbolizes the flexibility 
that equips a congressional investigating committee to do 
its work efficiently and effectively. 

Our Investigating Committee has, in my opinion, almost an 
ideal set of rules. These rules were unanimously adopted by 
all members of the Committee—Democrats and Republicans 
alike. No changes in those rules have been suggested by 
either Democrats or Republicans on the Committee. I have 
not followed in detail all of the proposed rule changes made 
before this Committee, but those I have heard suggested, in 
my opinion, would seriously hamper Congress precisely at 
a moment in history when the responsibilities of Congress are 
greater than they have ever been. 

I submit that the hue and cry for magic rules to govern 
congressional committees will never cease until congressional 
committees cease investigating persons and activities dan- 
gerous to this nation. 

Thank you for your attention. 
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4 YEARS OF DROUGHT— 


AND MORE TO COME 


Is a real end to four years of 
drought in sight now? 

Official forecasters doubt it, 
expect rainfall to be scarce un- 
til autumn. One expert insists 
this dry spell will last until 1960. 

The next few weeks will tell if 
crops face wholesale damage. 


Weather today is the nation’s big- 
gest domestic problem. A_ perverse 
twist in nature has saddled a big por- 
tion of the country with a drought, 
coupled with a heat wave, that is un- 
matched for nearly 20 years. 

The drought of this summer is an ex- 
tension of a drought that has persisted, 
and tended to expand, for four years. 

Crops again are damaged in many 
areas. Unless heavy rains come soon, 


1951 DROUGHT... 


Began in a small way 


1953 DROUGHT... 


damage to corn can be severe. Truck 
crops in many areas are badly hurt al- 
ready. Pastures are becoming short over 
wide areas, with the result that cattle- 
growers may be forced to increase mar- 
keting. This could result in lower prices 
both of cattle and of beef for the table. 

In the country’s big grain-growing sec- 
tions of the Southwest, wheat and other 
small grains—in superabundant supply al- 
ready—were largely harvested before the 
weather damage set in. 

The tendency to return shown by 
these destructive dry periods is what is 
causing concern. 

Experts of the U.S. Weather Bureau 
insist that there is no such thing as a 
drought cycle—a weather pattern over 
a period of years. They do say that, once 
a particular type of weather has set in, it 
tends to persist during a full season. But 
they say there is no proof that one type 
of weather will return year after year, on 
a predetermined schedule. 





Not quite as widespread 


easic Data: Weather Bureau 
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Dr. Charles G. Abbot, however, holds 
otherwise. He is a leading authority on 
solar radiation and a former head of the 
Smithsonian Institution. Dr. Abbot in the 
1930s predicted a drought in the 1950s. 
He says that periods of intense radiation 
from the sun follow a cycle and that 
since 1837 they have coincided with 
drought periods in the United States. 

His conclusion is that the country now 
is at the peak of intensity of the present 
drought cycle, and that the drought will 
gradually give way to “normal” weather 
after this year. He says it will be about 
1960 before the dry period is past. 

Weather Bureau officials seriously ques- 
tion the ability of anyone to forecast 
weather over a long period on the basis 
of solar radiations. They believe that sun 
spots and other solar activities should 
be studied to determine if possible their 
effect on weather patterns, but they don’t 
believe any definite connection has yet 
been proved. 


1952 DROUGHT... 


Hit most of the country 
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1954 DROUGHT... 


Bad and getting worse 
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Instead, the Weather Bureau finds a 
close relation between the weather and 
the “jet stream,” the air current that flows 
in the stratosphere, 30,000 to 50,000 feet 
above the earth. 

This current sweeps at high speed— 
100 to 300 miles an hour—on a winding 
west-to-east course. It rushes through the 
sky like a river that is about a mile deep 
and from 100 to 300 miles wide. At in- 
tervals it changes its position, curving, 
flattening, shifting to north or south. 

Wherever there is a curve in the jet 
stream, to the south of the curve is a 
high-pressure area. High-pressure areas 
cause droughts, blocking out storms and 
keeping a fixed pattern of dry weather. 

For the past few summers the jet 
stream has curved in its course over the 
Southern section of the United States, 
and the high-pressure areas developed 
each time. This year’s high-pressure area 
is larger than last year’s—and the drought 
is worse than last year’s. 

If the curve in the jet stream were to 
shift to east or west, or flatten out, the 
high-pressure area would move or disap- 
pear, and the drought would end. But 
the jet stream seldom alters its course 
except in spring or autumn. The chances 
are, say the weather forecasters, that it 
will not change this summer and that 
the drought condition will remain large- 
ly as it is now until autumn. 

Throughout vast farming areas, this 
year’s drought already has done much 
harm to crops, and, if it- continues, it 
will cause major damage. 

Rainfall has been below normal over 
80 per cent of the country this summer. 
Many central regions have had less than 
half their normal amount of rain. 

The worst drought is centered in 
north-central and northeastern Texas, in 
Arkansas, Oklahoma and northern Louisi- 
ana. Until now, the so-called “dust bowl” 
lying to the west and north of this critical 
area has been protected somewhat by 
the heavy rains that fell last spring. 

But, throughout the “dust bowl,” cover 
crops that tie down the soil are burning 
out fast, threatening to leave the ground 
bare when the strong winds strike in 
February and March. Destructive dust 
storms like those of the 1930s can be 
expected there unless some good rains 
fall shortly. 

Intense heat, accompanying the 
drought, compounds its destructiveness. 
At Fort Worth, Tex., temperatures soared 
above 100 degrees for 18 straight days. 
On July 26, the all-time records for heat 
were broken in Austin and four other 
Texas cities. 

Corn and cattle are of major con- 
cern right now. 

Corn is just reaching the most critical 
stage of its development in the big corn- 
growing States of the Middle West. This 
is the time it needs water for the ears of 
corn to grow and fill with grain. If rains 

(Continued on page 70) 
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Well-stacked | 


Use your air space from 
floor to ceiling to stack 
materials on E.M.I. racks. 
They save valuable floor 
space, protect workers and 
stock, and speed up 
materials handling. 
Low-level stock is 
never tied up. 
Stationary or portable 
racks fabricated of 
strong, square tubular 
steel are available to 
stack most materials. 
Sections can be adjusted 
to fit any space or unit 
load. E.M.I. engineers 
will design special racks 
for your materials. 
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21546 Hoover Rd., Detroit 5 


@ Pallet Racks @ Portable Stock 
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PIGS 


PAYLOADER 


“Don’t let slow, laborious bulk-handling 
methods HOG Your Profits!” would also 
have been an appropriate headline for 
this message, because “PAYLOADER” 
tractor-shovels have solved awkward 
bulk-handling problems in thousands of 
plants. And this pig picture is not posed, 
but an actual “PAYLOADER” job at a 
meat-packing plant—the carrying of 
crippled hogs. 


“PAYLOADER” units scoop up dirt, 
sand, coal, chemicals — any bulk mater- 


No obligation. 





THE FRANK G. HOUGH CO. - 


SUBSIDIART—INTERNATIONAL HARVESTER COMPANY 
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ials . . . carry their loads swiftly, and 
dump, pile, load or spread them where 
desired — indoors or outdoors. 


Whatever your business—if bulk-ma- 
terial handling is involved —there’s a 
proven “PAYLOADER’” size to help you 

. . up to big powerful 4-wheel-drives 
with 2 cu. yd. buckets. And there’s an 
experienced “PAYLOADER” Distributor 
nearby with complete service facilities. 
The Frank G. Hough Co., 953 Sunnyside 
Ave., Libertyville, Ill. 


Valuable Job Studies are availoble illustrating and reporting detailed 
use and performance of ‘‘PAYLOADER"’ tractor-shovels in a variety of 
industries. Studies most pertinent to your interest will be sent on request. 


LIBERTYVILLE, LL. 
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San Francisco 
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NEW YORK'S 
popular 


4 Hotel 
Biltmore 


AIR CONDITIONED guest rooms 
and suites of distinctive luxury at 
moderate rates .. . 6 popular res- 
taurants...a supremely convenient 
location in Manhattan's smart mid- 
town East Side. 


MADISON AVE. at 43rd ST. 
Frank W. Regan, President 
David J. Martin, Vice President 


Elevator from Grand Central Terminal 


Reservations available by local 









telephone from 
Boston 2-2222 | Pi ATI = 
Chicago CE6-2100 | St. Louis CE 1-5 
Fort Worth FA 3151 | Washington RE 1 Oas 
Kansas City  WEGIOO | Sanfran. YU 6-4621 


Welcome to New York's Summer Festival 





Special Report 
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Many ranchers forced to buy feed for cattle 


don’t come quickly, the damage will be 
done and later rains won't help. Some 
corn already has been ruined in Missouri, 
Kansas, Oklahoma, Texas, Arkansas and 
southern Illinois. 

Later rains could revive some crops 
that now are sustaining damage—such as 
soybeans, cotton, tobacco and peanuts. 

Wheat, which ripens early, largely es- 
caped severe damage. The wheat crop 
in the South was harvested before the 
drought became too severe. 

Cattlegrowers are in trouble through- 
out the Middle and Far West. Pastures 
are shriveling, failing to support the large 
herds normally grazed upon them. Many 
farmers already are having to buy feed 
in a season when cattle usually fatten on 
green grass. Feeding cattle over long 
periods wipes out the profit. Ranchers 
may be forced to market their cattle 
earlier than usual, sacrificing the extra 
pounds that longer grazing would add, 
and to sell more of their herds than 
planned. 

This would mean lower prices for 
meat consumers—temporarily—but cause 
heavy financial losses to cattlemen and 
possibly lead to meat shortages and 
higher consumer prices later. 

Even the ponds and wells are going 
dry in some places and farmers are haul- 
ing water from near-by towns for their 
thirsty cattle. 

Cities and towns—hundreds of 
smaller ones—also are running out of 
water as municipal wells go dry and 
reservoirs empty. The use of water is 
being restricted in wide areas, so lawns 
and gardens wither. Truck farming has 
been badly hit in northern New York and 
northern New Jersey. 

Forests, too, are dangerously dry, in- 
viting fires, in California, southern Idaho, 
Utah, Nevada and northern New York. 

Grasshoppers in many States are 
swarming into the few fields that remain 
green, devouring what the drought has 
left. Even chickens are affected. Arkan- 
sas poultry raisers report their fowls re- 
fuse to eat because of the intense heat, 
and so are losing weight, with some 
dying. 

Taking a long view of the whole 
drought problem, a lot of people are 
wondering what the nation should pre- 
pare for in the years ahead. They are 
asking if these recurrent droughts are 
to become more frequent and more se- 
vere, and whether the country is gradu- 
ally getting dryer and hotter. 

In the view of at least one scientist, 
it is getting colder. Dr. Hurd C. Willett, 
of Massachusetts Institute of Technology, 
in his studies of sun spots and other 
solar disturbances, believes he has de- 


tected cycles. He relates them to the 
wind movements above the earth, which 
in turn affect the weather. 

In an announcement just released he 
made a scientific guess—though not a flat 
prediction—that temperatures will de- 
cline in the United States for the next 
10 years or so, reaching a low between 
1960 and 1965. 

He says the colder weather will be 
most noticeable in the Northeast and 
North Central parts of the country. 
Summers will be cooler, he says, and 
few, if any, balmy winters are in 
prospect. 

Weather Bureau meteorologists think 
highly of Dr. Willett’s scientific abilities; 
but they don’t agree that such a forecast 





These Cities Really 
Feel the Drought 


The amount of rain is far less 
than usual in many cities of the 
Midwest and South. Figures here 
are for the first seven months of 
1954. 


Rainfall—How Far 
Below Normal 


Cheyenne, Wyo. 29% 
Houston, Texas 54% 
Jackson, Miss. 25% 
Kansas City, Mo. 26% 
Little Rock, Ark. 12% 
Louisville, Ky. 46% 
Oklahoma City, Okla. 31% 
Omaha, Nebr. 13% 
St. Louis, Mo. 38% 
Wichita, Kans. 50% 











can be made on the basis of present in- 
formation. And they say their records 
do not indicate any marked trend in the 
American climate. Figuring the average 
over long periods, they say rainfall is 
about the same as it was when records 
were first kept. Long wet periods in the 
early 1900s and in the 1940s balanced 
the dry years. 

Temperatures, too, are maintaining 
about the same averages. In the Northern 
parts of the country, from the East Coast 
to the Rocky Mountains, winters have 
been milder in the past 50 years or so. 
But, for the country as a whole, there is 
not much change. 

The problem seems to be a matter of 
pulling through this summer and perhaps 
similar summers for the next few years. 
But wet years and “normal weather” lie 
ahead somewhere. The men who ought 
to know see no danger of the U.S. turn- 
ing into a desert. 
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THERE’S A SWAGGER AND SWEEP to this immensely 
vital car that comes to life in your hands as you’ve never felt 
before in any car... youthful, exuberant power that only 
Chrysler can offer! A full 235 HP, to start with, in the highest- 
rated, safest-powered of V-8 engines — FirePower. Teamed 
with it is PowerFlite, most automatic of all no-clutch trans- 


nuit Look 


THE scissor OF LEADERSHIP IS YOURS IN A 


ah 


missions. The one no-shift drive that really takes annoyance 
out of traffic and anxiety out of passing! Power Steering? Power 
Brakes? Naturally .. . and the most advanced in any car! You 
have here the first complete driver control in motoring history. 
Come drive the beautiful Chrysler. Your Chrysler ‘dealer is 
eager to show you why anything less is “yesterday's” car! 
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This stamp costs one dollar— 


saves thousands in shipping costs 





So many have found they save by shipping via New Orleans that they have made this port 
second in dollar volume in the U. S. See how you can save: 


Direct Savings in Money— 
e Lower rail, truck, and barge rates to or from 
entire Mid-Continent U. S. 


e The Port’s Foreign Trade Zone No. 2 pro- 
vides all the savings of a “‘free port.” 


Money Savings in Time— 


e Shorter inland transit time, with network of 
rail, air, truck and barge lines. Faster handling 
between inland carrier and ship. 


e Ample marginal wharfage and belt railroad 
mean no delaying “‘traffic jams.” 


e Nodelays due to weather—a year-round port. 


Money Savings in Convenience— 


e Complete handling equipment for all types 
of cargo. 

e Banking facilitiesin New Orleansand through- 
out Mid-Continent—‘“‘Bank where you buy.”’ 

e International House and International Trade 
Mart give unique aid to importers and exporters, 
domestic and foreign. 


® World-wide service by almost one hundred 
steamship lines. 


Which savings are most important to you? 
Write for detailed information to: 

LEWIS I. BOURGEOIS, Director of Commerce 
BOARD OF COMMISSIONERS OF 

THE PORT OF NEW ORLEANS 

2 Canal St., New Orleans, Louisiana, U. S. A. 


New York Office, 17 Battery Place 

Washington Office, 739-40 Munsey Bidg. 

Chicago Office, 111 W. Washington St. 

St. Louis Office Railway Exch. Bldg., Suite D & E-21 


For free March of Time film, ‘‘New Orleans, Gate- 
way to the World,”’ contact any of the offices above. 





Ship via 


PORT OF 


NEW ORLEANS 


port of all-important savings 
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The investment of money in stocks, 
bonds and real estate mortgages con- 
tinues to lift the market value of these 
assets and to encourage a recovery of 
business activity. 

Stock prices, measured by the Dow- 
Jones industrial average, mounted to a 
new record high on July 29, up 35 per 
cent from last September. 

Volume of trading on the New York 
Stock Exchange has averaged 2.6 mil- 
lion shares daily in recent weeks, the 
highest since early in 1951. 

Bond prices are still rising. The yield 
on high-grade municipals, as reported 
by Standard & Poor’s Corporation, 
dropped to 2.29 per cent in the week 
ended July 23, lowest in nearly two 
years. Long-term Treasury bonds, 
yielding 2.45 per cent on July 28, gave 
buyers the smallest return in about 

% years. 

Checks drawn against demand deposits 
at commercial banks in New York 
City reflect the heavy volume of finan- 
cial transactions. New York bank 
debits for June were 15 per cent above 
June, 1953. Debits in 338 other cities 
were up only 2 per cent. 

Savings of individuals are piling up. 
Savings accounts at commercial banks, 
mutual savings banks and savings and 
loan associations, shown in the top 
chart, amounted to about 97 billion 
dollars on June 30, against 91.6 at 
the end of 1953, only 56 billions in 
1945. Savings and loan associations, 
heavy buyers of mortgages, report a 
net inflow of savings in the first half 
of 1954 about a fifth larger than a 
year ago. 

Liquid assets of individuals, a huge pool 
of potential buying power, stood at 


r—PLUS & MINUS ) 
Latest Indicators of Business Activity—— 





201.5 billions at the close of 1953 and 
probably exceed 205 billions now. 
Besides savings accounts, the total in- 
cludes currency, demand deposits and 
U.S. Government bonds. 
Encouragements to consumer spending 
are being felt now, though personal 
incomes are not rising. Shoestring 
terms for home-mortgage credit build 





Savings Accounts of Individuals 
In Financial Institutions 
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up the demand for old and new 
homes, yet leave the home buyer with 
enough cash to buy a TV set, a wash- 
ing machine or something else for the 
house. Stock-market profits, realized 
or on paper, are loosening purse strings 
of some families. The piling up of 
savings adds gradually to the will to 
spend, once the fear of unemployment 
and loss of income disappears. 


ci] 


Flow of money into mortgages, at a 
record rate in May, is still growing. 
Builders started 120,000 homes in 
June, largest total in three years. 

Consumer debt climbed to 27.8 billions 
on July 1, up 259 millions in a month, 
the largest increase this year. Install- 
ment debt was up to 21.1 billions, a 
gain of 178 millions. Auto credit in- 
creased as sales expanded. Credit on 
appliances and other consumer goods 
declined, but the drop was the small- 
est this year. 

Impetus seems to be lacking, however, 
for a sharp rise in credit buying in 
the period just ahead. Families that 
lean most on installment credit usually 
are not the ones that have large liquid 
assets. A good rise in personal incomes, 
not immediately in sight, is needed to 
bring another large wave of credit 
purchases. 

Department-store sales rose 3 per cent 
from June to July, and were the high- 
est in 18 months. 

Auto dealers tried vainly to keep July 
sales at the rate of June’s, a month in 
which they sold 560,000 new cars, a 
four-year high. Sales in the first 20 
days of July ran from 15 to 20 per cent 
below the same period of June. Part 
of the drop was seasonal. As a result, 
however, dealer stocks of new cars 
stayed at about 575,000. 

Factory output held at 124 on the in- 
dicator in the week ended July 24, 
2 per cent below June. 

The midsummer dip in_ production, 
partly the result of plant-wide vaca- 
tions, is probably the prelude to fur- 
ther recovery of business in the 
autumn. Retail trade and construction 
will be of critical importance. 











(1947-49=100) 
* ADJUSTED FOR SEASONAL VARIATION 


INDICATORS* (weexty) 
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A diller, 


Any locknut be- 
comes a capital 
investment when 
it lowers assembly 
costs, sharply 
reduces mainte- 
nance, or improves 
a product. That’s why more and 
more executives are finding it worth 
their while to study the use of lock- 
nuts on their products or in their 
plants. It would be a capital idea if 
every executive did. 

A locknut is a means of fastening 
something on a stud or bolt so that 
it won’t come loose. Plain nuts and 
lockwashers, castellated nuts and 
cotter pins, and various other com- 


a dollar, a locknut scholar 


binations are all considered locking 
devices. But SPS feels that only one 
locknut completely meets the quali- 
fications for a fastener of this kind— 
and that’s a FLExLoc Self-Locking 
Nut. Here’s why — 

A FLEXLoc is all metal, made of 
specially hardened alloy steel. It is 
therefore not affected by high tem- 
peratures, oil or water. 

A FLEXLOC is made in one piece. 
You have nothing to assemble, lose 
or forget. It is simple to use, easy 
and fast to apply. 

A FLEXLoc completely eliminates 
expensive and time-consuming main- 
tenance. You can forget about a 
FLEXLoc once the locking threads 


are fully engaged—whether the nut 
is seated or not. Yet it can be removed 
—and used over and over again— 
without losing locking efficiency. 

No wonder FLEXxLoCs have solved 
such tough fastening problems as 
those encountered in power looms, 
milling machines, shackle bolts, 
heavy packaging. Made only by SPS 
of Jenkintown, FLEXxLoc locknuts 
are available in a full range of sizes 
from industrial distributors every- 
where. STANDARD PRESSED STEEL 
Co., Jenkintown 56, Pa. 


FLEXLOC LOCKNUT DIVISION 
JENKINTOWN, PENNSYLVANIA 








Trend of American Business 














24th and N Streets, N.W. 
Washington, D. C. 


Summer letdown in production is a relief to management in many lines. 

Plant shutdowns for vacations, more common than usual this summer, give 
sales forces a chance to work down stocks of merchandise on hand. 

July production in industry was probably the low point of the year. 

August doesn't look much, if any, better. Hope is that groundwork is being 
laid for a modest autumn upturn. By then, inventories should be in better shape. 











Manufacturers' inventories in June were whittled down a further 250 
million dollars to 44.5 billion. The June, 1953, figure was 46.2 billion. 
Sales of manufacturers in June were virtually unchanged from May. 

New orders, also, showed little month-to-month change (after seasonal 
adjustment). However, since sales again exceeded orders in June, ‘nfilled 








It is thought that orders reaching manufacturers are still being held to 
conservative levels, as distributive trades trim their inventories. 


Wrestling with big inventories is a major, but serious, Sport this summer. 
Current business news is filled with examples in varied industries. 
New-car sales took a bad slump early in July, after an encouraging jump 
in June. Heavy stocks are to result in long auto-plant shutdowns this summer. 
Oil companies are cutting production to bring heavy inventories into line. 
TV-set_ output is way below last year. Prices are cut to stimulate sales. 
Coffee roasters, too, are shading prices to needle flagging summer demand. 
In some industries, it's not a market glut, but insufficient orders, that 
causes worries. Freight-car builders, for example, are running out of orders. 
Machine-tool builders, despite sizable new orders in June, still find 
their order backlogs slipping. Shipments continue to outstrip orders. 
Thus, in many lines, management's big problem this summer is selling. 














Spark for industry this autumn will come from the automobile makers, as 
they move into full-scale production of 1955 models. That will be reflected 
in September on the order books of steel producers and auto-parts suppliers. 

Meanwhile, needs of the booming building industry underpin demand for 
structural steel, lumber, other building materials, household appliances. 

And watch textiles. Prices in this field are showing a firmer tone. Many 
mills have substantial orders for second-half delivery. Inventories are 
pretty well sweated down. Textile industry is now in the rising phase of its 
persistent two-year cycle. Last low point was in December, 1953. 

Container demand, a measure of general business activity, improved in the 
second quarter. Container makers see signs of a good second half. 

So do shoe manufacturers, whose output in July pushed above a year earlier. 

Government spending is to be speeded up in some lines. For example, 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Government funds for the highway program are being allocated six months ahead 
of schedule. Also, substantial Government funds will be giving an early boost 
to shipbuilding. There's a conscious effort in Washington to speed procurement. 


Summer heat is not wilting the stock-market boom. 

Low-priced shares are attracting attention, being traded in greater volume. 
To some professional traders, this is a signal that the little fellows (i.e., 
the public) are entering the market in increasing numbers. 

It has been a highly selective market. Shares in certain industries have 
skyrocketed, while other industry groups lag well behind the general advance. 

The SEC indexes of weekly closing prices of common stocks on the New York 
Stock Exchange show these changes since the September, 1953, low: 

The composite index of stock prices is up about 30 per cent. 

The manufacturers’ group has risen 35 per cent--close to the general 
average. But, within this group, shares of three industries have shown 
extraordinarily large gains: aircraft manufacturing, up 107 per cent; electrical 
equipment, up 82 per cent; paper and allied products, up 70 per cent. Those in 
manufacturing with the smallest share-price gains are textiles, up 16 per cent, 
and drugs and pharmaceuticals, up 14 per cent. Tobacco shares are off 24 per cent. 

Railroad, utility, retail-trade and especially metal-mining stocks have 
not gone up nearly as much as the composite index. 


























Easy wconey rates have been attracting a large volume of State and local 
government financing into the capital market.. Such financing bulked 40 per cent 
larger in the first half than a year before. Increase chiefly reflected heavy 
demand for construction funds, eSpecially for schools and highways. Several 
large issues to finance toll highways and bridges are scheduled for this half. 











Higher import duties on watches should not raise their price tags much. 

Tariff on a Swiss watch retailing at $35 has been $2.10 and will now be 
$3.10 at the new rate. In the $71.50 bracket, the tariff goes up from $2.25 
to $3.37. There's no increase in the duty on the more expensive imported 
watches or movements containing more than 17 jewels. 

Swiss sgquawks are loud. They may cut prices on less expensive watches, 
so as to compensate for the new duties. They want to keep their market here. 
Watches are their biggest dollar earner. Besides, one of every 10 Swiss workers 
is a watchmaker. Swiss may retaliate by hiking duties on their imports of 
American products, including cotton, tobacco, automobiles, tractors, machinery. 











President Eisenhower decided to raise watch tariffs for two reasons. 

Domestic watchmakers are being hurt by foreign competition. 

More important, the interests of national security are involved. 
Watchmakers turn out fuses and other timing and precision devices used by the 
military. It's necessary to keep together a trained group of such specialists 
in case of sudden war. In the last war, it was possible to train camera 
manufacturers and others to make timing devices. But it took time. 








The President claims that his watch decision is very special and doesn't 
indicate any change in his Administration's policy of seeking freer trade and 
lower import duties. But foreign reaction everywhere is highly adverse. 
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It's Great to be in the MIDDLE 
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of the Great MIDDLE MILLIONS ! 


The “Middle Millions” are America’s king-size mass _ tation, the world’s finest Bituminous Coal, ample power 


market —the Jane and John Does who furnish the and industrial water, varied raw materials and other 


market that factories feed on. You can build a factory 
in The Land of Plenty and be right in the middle of this 
tremendous market. 

At the same time, you can have high-production 
manpower for your plant, dependable N & W transpor- 


significant industrial advantages. 

Let the N &W’s plant location specialists give you full 
details about ideal plant sites here “in the middle of 
the Middle Millions.” There’s no obligation, and your 
confidence will be respected. Just write, wire or call: 


INDUSTRIAL AND AGRICULTURAL DEPARTMENT 
Drawer U-651 (Telephone 4-1451, Ext, 474) 
Norfolk and Western Railway 





Transportation is a major factor in choosing a plant 


site and your Traffic Manager is an expert in transporta- 
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Be sure to consult him when you're considering 
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Labor Week 








UNIONS GOING INTO BUSINESS 


Aid to Employer’s Competitors to Set New Pattern? 


Unions are finding new ways 
to invest their money. Latest 
method also can be used to pres- 
sure employers during strikes. 

It works like this: If a strike 
drags on too long and strike 
benefits get costly, build a plant 
and lease it to a business rival of 
the employer. Or, lend a com- 
petitor some money. 

One union is testing the plan. 
Employers are wondering how 
many others will follow. 


One of the big AFL unions, with 
plenty of money in the treasury, is tak- 
ing a flier in the business world that 
has employers wondering how far the 
technique might spread. It is a tech- 
nique that unions in other industries 
might try when they are having trou- 
ble winning strikes. 

This isn’t the first time that a union 
has gone into business to pressure an 
employer in settling a strike on terms 
that are acceptable to the union. But 
this venture has a twist that is differ- 
ent. The union, this time, is putting up 
money to help competitors of an em- 





DAVID DUBINSKY 
... building a rival plant 
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ployer against whom the union has been 
striking. 

The story is this: 

A local of the Ladies’ Garment Work- 
ers Union has been on strike since De- 
cember 31 against a New York manufac- 
turer of children’s dresses—G. H. & E. 
Freydberg. After seven months of futile 
negotiations, the union announced it was 
building a $40,000 dress plant at Appo- 
mattox, Va., and would rent this plant, 
with an option to buy later, to a competi- 
tor of the Freydberg firm. The union also 
announced it was lending $20,000 to 
another dress manufacturer to help it 
expand its factory so it could hire some 
of the workers who were on strike. In 
addition, the union is considering build- 
ing a new plant in Greensboro, N. C., to 
compete with the Freydberg company. 

By using its money to help finance 
competitors of a firm against which it 
was striking, the union hoped to find 
jobs for strikers to whom it had been pay- 
ing strike benefits. It also was looking 
for a new way to handle the problem of 
plant migration from North to South. 
Unions find that, when plants are moved 
to Southern cities, wage rates sometimes 
are lower and employers often are in- 
clined to oppose unionization of workers. 

The garment strike that the union 
had so much trouble winning started in 
New York. The company announced that 
it was moving production to Greensboro, 





ALEX ROSE 
... made a friendly loan 


where it had opened a new plant, but 
the union said this was not an issue at 
the beginning. The company had de- 
clined to renew the union contract for 
its New York plant or for two branch 
plants at Lynchburg, Va., and Appomat- 
tox. Strikes also were called at the South- 
ern plants. 

Operators who will rent the union’s 
new factory at Appomattox have prom- 
ised jobs to all of the strikers at 12 cents 
an hour above the rate prevailing in 
the struck plant, the union has an- 
nounced, The plant, due to open in a 
few weeks, will employ about 300, union 
officials say. The strategy of the union 
in this situation is being directed by 
David Dubinsky, its president. 

Union officials, explaining the help 
being given the Freydbergs’ competitors, 
had this to say: 

“We are not going into business. We 
are lending money to one company and 
building a factory to rent to another, but 
we will stay in our own field of organiz- 
ing workers and improving their stand- 
ard of living. We will let businessmen 
run the businesses.” 

In the past, when unions have chosen 
to put pressure on employers by ventur- 
ing into the business field, they have 
gone into business for themselves. The 
AFL Typographical Union at one time 
had 11 newspapers under its ownership, 
through a corporation formed by the 





WOODRUFF RANDOLPH 
... Started opposition newspapers 
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union. This policy of setting up daily 
papers to compete with nonunion news- 
papers, or papers involved in strikes, was 
put into effect by Woodruff Randolph, 
president of the union. His opponents 
claimed that the union lost “millions” of 
dollars in the process, but Mr. Randolph 
said that the union papers gave the union 
a powerful weapon to use against “un- 
fair” employers. 

The printers’ union, however, halted 
publication of most of its “chain” last 
April. Five of the six daily papers still 
in operation were closed. One reason 
given was lack of advertising. Also, un- 
ion members voted against further as- 
sessments to help pay the costs. 

The CIO Newspaper Guild, a union 
of newsmen and business-office workers, 
on occasion also has set up newspapers 
in strike situations, to put pressure on 
employers and to provide news in cities 
where papers were shut down. 

CIO Optical Workers tried an experi- 
ment in business that ran into a ruling 
from the National Labor Relations Board 
that may cause other labor organizations 
to go slow in this field. The optical union 
set up its own optical company, doing a 
wholesale business in competition with 
other wholesalers in St. Louis. One of 
the regular companies refused to ne- 
gotiate a labor contract with the union on 
the ground that the union was a com- 
petitor in business. The NLRB upheld 
the company, deciding that the union 
lost its bargaining status when it went 
into business in direct competition with 
the employer. 

Loans by unions to employers have 
been reported frequently, but these usu- 
ally were under more friendly circum- 
stances. A union would come to the res- 
cue of a friendly employer who was hav- 
ing trouble. 

(Continued on page 80) 
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DAVE BECK 
. -. had 2 million to invest 


U.S. NEWS & WORLD REPORT, Aug. 6, 1954 











This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$300,000,000 
(of which $75,000,000 are not publicly offered) 
United States Steel Corporation 
SERIAL DEBENTURES 
Dated August 1,1954 Due $30,000,000 on each August 1, 1955 to 1964, inclusive 


Interest payable February 1 and August 1 in New York City 





Interest Interest 
Maturities Rates Maturities Rates 
1955 1.30% 1960 2.50% 
1956 1.80 1961 2.55 
1957 2.05 1962 2.60 
1958 2.25 1963 2.65 
1959 2.40 1964 2.65 


Price for all Maturities 100% 


and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Debentures in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
DILLON, READ &CO.INC. THEFIRST BOSTON CORPORATION KUHN, LOEB&CO, 


BLYTH & CO., INC. DREXEL & CO, EASTMAN, DILLON & CO, 


GLORE, FORGAN & CO. GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. 


Incorporated 


KIDDER, PEABODY & CO. LAZARD FRERES & CO. LEHMAN BROTHERS 


MERRILL LYNCH, PIERCE, FENNER & BEANE SALOMON BROS. & HUTZLER 
SMITH, BARNEY & CO. STONE & WEBSTER SECURITIES CORPORATION 
UNION SECURITIES CORPORATION WHITE, WELD & CO. 


July 29, 1954.° 






































From experienced NTLS suppliers 
of “All-Service” leasing . . . 


THE TEXAS COMPANY 
208th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on September 10, 1954, to 
stockholders of record at the close 
of business on August 6, 1954. 
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Labor Week 





. . . Teamsters, Clothing Workers have helped employers 


The AFL Hatters Union, for example, 
recently lent $50,000 to a Massachusetts 
hat m@nufacturer. Union members em- 
ployed in the plant also are lending the 
company $100,000, mostly through. in- 
dividual loans at a local bank. The rescue 
operation, arranged by the union’s presi- 
dent, Alex Rose, will enable 400 laid-off 
workers to be re-employed. 

Another union leader with money to 
lend to business firms is Dave Beck, 
president of the big AFL Teamsters 
Union. Mr. Beck lent a Detroit trailer 
firm a million dollars to help out in a 
battle for control of the firm. He was 
ready to lend 2 million dollars to truck- 
ing firms in New York if they would 
take over loading operations on the 
docks, to give his men more jobs. 

The CIO Clothing Workers frequently 
have loaned money to employers tem- 
porarily in need of funds. The union 
makes the loans through its own banks 
or from union funds. The CIO union is 
in the men’s clothing industry, while Mr. 
Dubinsky’s union is in the women’s and 
girls’ clothing field. Mr. Dubinsky’s union 
also has loaned money to employers 
in the past, but this is the first time that 
the assistance was tied to a strike situa- 
tion, as far as union officials can recall. 





Many Raises, 
Few Strikes 


Wages, generally, are being adjusted 
without strikes in the summer of 1954. 
Most unions are settling for increases that 
are in the neighborhood of the 5 cents 
an hour granted workers in the steel in- 
dustry. But there are exceptions. Now 
and then, negotiations break down and 
strikes result. 

CIO Rubber Workers, for example, 
refused to accept 5 cents offered them 
by Goodyear Tire & Rubber Company. 
They held out for 7.5 cents and went on 
strike on July 8. About 23,000 workers 
were involved. 

A lumber strike in the Pacific North- 
west was in its second month at the end 
of last week. Employers had refused to 
go as high as the steel settlement figure 
of 5 cents, and the union had demanded 
12.5 cents. Some 90,000 workers left 
their jobs when the strike started. 

In the aluminum industry, CIO Steel- 
workers were threatening last week to 
strike at plants of the Aluminum Com- 
pany of America and the Reynolds Metals 
Company. A 5-cent raise had been of- 
fered, but union officials indicated they 
wanted 8 cents to match gains made by 


a rival AFL union under a cost-of-living 
contract providing for automatic in- 
creases. 

In electrical equipment, Westinghouse 
gave pay raises averaging about 5 cents 
an hour to the United Electrical Workers, 
an independent union. The CIO’s Elec- 
trical Workers declined to take a 5-cent 
settlement from this firm or at General 
Electric, and continued negotiations. 

In other settlements, the AFL Ma- 
chinists, headed by Al Hayes, won pay 
raises averaging 5 cents an hour at Boe- 
ing Airplane Company, in Seattle. The 
increases, for 23,000 workers, ran from 
4 to 6.5 cents an hour. Insurance bene- 
fits also were increased, along with a 
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AFL MACHINISTS’ HAYES 
... 23,000 pay raises 


larger contribution from the worker to- 
ward the cost. 

Increases of 8 cents an hour were won 
recently by 600 clerical workers of the 
Kansas City Power & Light Company, 
after a one-day strike. The AFL Elec- 
trical Workers represented the employes. 

A 7-cent raise showed up in a settle- 
ment reached by the Container Corpora- 
tion of America and AFL Pulp, Sulphite 
and Paper Mill Workers. 

A wage cut of 12 cents an hour was 
negotiated by Aldrich Manufacturing 
Company and CIO’s Textile Workers. 

The CIO Rubber Union also has been 
negotiating on wages with the B. F. 
Goodrich Company and the U. S. Rubber 
Company. Strikes against these firms 
were delayed while talks continued. The 
union apparently hopes to apply any 
wage pattern won in the strike to other 
companies in the industry. 
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me PARIS * WASHINGTON « LONDON « HELSINKI 


>> Rumors of a coming devaluation of the franc flew through Paris last week. 

Price of gold, stable for months, rose and the franc's value slumped on the 
black market. Frenchmen, playing it safe, were moving out of francs into gold. 

Reason for all this activity was the public's uncertainty about the size of 
the future flow of dollar aid to France. A very large slice of this aid has 
been tied in with French fighting in Indo-China and now might be diverted. 

: Big dollar aid provides an umbrella under which France sits cosily, 
4 ignoring the storms and tribulations of really competing in world trade. 

U.S. aid dollars, through bookkeeping transactions, have more than covered 
France's foreign-trade deficit. For example, they have allowed France to pay 
trade bills run up with American exporters and with neighbors in Europe. 

Under these circumstances, there has been no real urgency to get French 
manufacturing costs down, to reduce export prices to competitive levels. 

But now many Frenchmen fear the storm is to break on them. And many are 
saying that French industry can't reduce costs and prices quickly. So they 
believe devaluation will have to come, in order to stimulate exports. 
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>> Actually, no such drastic action is likely in the near future. A 
substantial flow of U.S. aid to France is to continue. What's more, France is 
well heeled. Gold and dollar reserves, either on hand or owed by the U.S. for 
Indo-China expenditures, amount to more than a billion dollars. 

Indo-China aid will be rechanneled in coming months. But a sharp, sudden 
cutback in dollar aid to France is unlikely. 

Aid dollars for Indo-China are more likely to continue to bolster the 
French dollar position, directly or indirectly. They will be spent largely: 


nice Le el cen 














0- (1) to support the French Expeditionary Corps remaining in South Vietnam until 
aa the July, 1956, elections, and (2) to aid the military and economic build-up of 
ne the three Indo-Chinese states. 

yY> 7 The French Government expects to get most of the 785 million dollars 

ni appropriated by the U.S. for Indo-China aid for the fiscal year just ended (a 

le- good part of this has not been spent yet). Most of the money (possibly 700 

me million) to be appropriated by Congress for Indo-China aid this fiscal year will 


probably go directly to the Indo-Chinese, instead of the French. But, even so, 
the bulk of these dollars eventually will flow into the central coffers of the 





ng French Union in Paris, thus boosting French dollar accounts. 

en In addition, France can continue to count on a heavy inflow of dollars-- 
= maybe 700 million this fiscal year--resulting from U.S. military spending for 
ms construction, troop pay, offshore procurement in France and North Africa. 

= ) Upshot: France will have plenty of dollars for at least a year or two. 


1er (over) 
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BUSIN®SS AROUND THE WORLD-- (Continued) 


>> But France can't lean on the U.S. forever. Pierre Mendés-France, the new 
Premier, realizes this and intends to move at once to "revitalize" the French 
economy. Somehow he must bring down production costs, boost exports, keep down 
imports, balance trade. Many have tried it before him--without success. 


>> You can now expect a new flurry of activity in East-West trade negotiations. 
Easing of controls over trade with Russia and her European satellites 
comes into effect on August 16. The list of strategic items on which Western 
countries will maintain export embargoes or other controls is shrunk from 400 to 
250. Trade in consumer goods will be liberalized. 
Off the strategic list come small farm tractors, textile and food-processing 
machinery, Simpler types of machine tools, and the like. Some things will be 








added to the embargoed group because of changes in military or atomic needs. 
Freighters and tankers will continue under controls, but there will be more 
opportunity to sell fishing trawlers and small craft to Eastern Europe. 
U.S. manufacturers, who have sold practically nothing to the European 
Soviet bloc in recent years, may want to have a look at what can be done now. 








>> Western Europe sold about 700 million dollars' worth of goods last year to 
Soviet Europe and bought 800 million dollars' worth from that area. This 
East-West trade was three to four times as big before the war. 

Western Europeans hope to rebuild this trade into a big thing. That would 
give them additional markets and provide sources for some food and raw materials 
that would not cost dollars. Soviet propaganda and glittering promises foster 
this hope. Experts in Washington don't think East-West trade in Europe has such 
great potentialities. They point out that the Russians and their allies don't 
seem to have much to sell, absorbing most of their output themselves. And U.S. 
officials also warn that the Russians tend to fall down on delivery promises. 








>> However that may be, the British, for example, are enthusiastic over the 
prospects for expanding their trade with Soviet Europe. 

Soviet-bloc orders worth 56 million dollars have been held up in Britain, 
pending the relaxation in strategic trade controls. The Russians last February 
offered to buy 1.1 billion dollars' worth of British goods during 1955-57. 
Russians want ships, power equipment, metalworking machinery, rail equipment, 
floating docks, boilers, hydraulic presses and many other items. 

Last year, British exports to Russia were worth 34 million dollars. 





>> Another country, for a very different reason, is greatly interested in the 
easing of controls on East-West trade. This is Finland. 

Finnish shipyards and machinery and metalworking industries were built up 
to meet the demands of Russian reparations (completed in 1952). They are uneco- 
nomic. Raw materiais, such as steel and coal, have to be imported. Labor costs 
are high. A Finnish freighter costs twice as much to build as a Danish one. 

But the Russians willingly buy high-cost Finnish freighters, tankers and 
machinery that they can't get easily in the West because of strategic controls. 

Thus, these Finnish industries are dependent on how long the West's 
strategic trade controls are maintained, and on what items are covered. These 
industries are tied to Russian buying whims. They can't compete in the West. 

This is the price Finland pays for "coexistence" with Russia. 
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What you as a businessman &@ CAN and E¥ CANNOT do 
as a result of federal court and administrative decisions: 





GOVERNMENT CONTRACTS. You 
can wait till September 1 to file 
your financial statement with the Rene- 
gotiation Board if you are a Govern- 
ment defense contraetor whose fiscal 
year ended during December. The Board 
extends for another month the filing 
deadline for such contractors who are 
required by the Renegotiation Act of 
1951 to make these financial reports. 


* * * 


PLANT SHUTDOWN. You can prob- 

ably close your plant to end a con- 
certed slowdown by your workers during 
your negotiations with a union over the 
reopening of a contract. The General 
Counsel of the National Labor Relations 
Board backs up the finding of a regional 
director that the shutdown of an iron 
foundry under such circumstances did 
not violate the Taft-Hartley Act. 


* * * 


POULTRY. You can expect to pay 

less for the poultry grading and 
inspection service that the Government 
performs for you on a contract basis. 
This cut in charges, announced by the 
Department of Agriculture, wipes out 
about half of the increase in these rates 
made last April 1. 


* * * 


DROUGHT AID. You can perhaps 

get help from the Government in 
feeding your stock if you are a farmer 
in one of the recently designated 
drought-disaster areas of Colorado, 
Wyoming, Texas or New Mexico. The 
Agriculture Department announces plans 
for selling Government-owned animal 
feed at cut rates to these farmers. 


* * * 


COLLECTIVE BARGAINING. You 

can, under a recent court ruling, stop 
bargaining with the certified union in 
your plant over a particular point if you 
have come to a genuine impasse after 
prolonged discussions. A court of ap- 
peals holds that an employer did not 
refuse to bargain in violation of the Taft- 
Hartley Act when he stopped discussions 
of a union shop after four months. 


TAX DEDUCTIONS. You can prob- 

ably take an income tax deduction 
for your contribution to a nonprofit 
organization whose main purposes are 
to encourage voting and to educate the 
voters without supporting specific candi- 
dates. A federal district court holds that 
contributions to a nonprofit organization 
of women voters are deductible even 
though the group occasionally asks 
legislators to support or oppose certain 
legislation. 


STOCK-PURCHASE PLAN. You can- 

not, in handling the tax affairs of a 
corporation, avoid paying an income tax 
on the company’s gain from the sale of 
its treasury stock to its employes under 
an employe stock-purchase plan. The 
U. S. Tax Court rules that such income 
is taxable to a corporation. 


* * * 


EXPORT CONTROLS. You cannot 

use an export license issued before 
noon, July 26, to.ship goods to the area 
of Indo-China that is controlled by the 
Communists under the recent Geneva 
truce agreement. All of these outstanding 
licenses are suspended by the Commerce 
Department. 


* * * 


NICKEL. You cannot ship nickel- 
bearing scrap to a foreign country 
(except Canada) without getting an ex- 
port license from the Commerce De- 
partment. The Department’s Bureau of 
Foreign Commerce announces that it is 
continuing this licensing requirement. 


* * * 


NLRB HEARINGS. You cannot, as an 

employer, question the truthfulness 
of a non-Communist affidavit, made by 
a union official, during an unfair-labor- 
practice proceeding before the Labor 
Board. A court of appeals decides that 
an employer, when appearing before the 
Board to answer such charges brought 
by a union, may not challenge the 
affidavits of the union’s officers and may 
not raise questions of whether they are 
the true directors of the union. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & WorLD 
Report, on written request, will refer interested readers to sources of this basic material. 
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RAY-O-LITE Awnings. 
Permit only 
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of the sun, for with RAY-O-LITE translu- 
cent awnings, your rooms can be pastel- 
bright and cheerful all year ’round. 
RAY-O-LITE awnings will give your home 
a “house-time” of protection and a life- 
time of colorful beauty! 
For Business‘ 
and Commercial 
establishments 
Ray-O-Lite Awnings 
command attention! 


RAY-O-LITE 


RAY-O-LITE CORP. of AMERICA 
Department USN1 

696 Greenwood Ave., N. E. 
Atlanta 6, Ga. 














The welded tubular steel construction of this 
Hercules® business machine stand prevents 
vibration, thus protects valuable machines. 

It is a model of efficient design: speeds 
operator’s work, reduces fatigue, con- 
serves floor space. Drawers slide smoothly, 
silently on nylon gliders. Black, gray, brown 
or lime green with matching or contrasting 
care-free Vibrex tops. At your dealer 

or write The Meilink Steel Safe Company, 
1672 Oakwood Ave., Toledo 6, Ohio. 


$82.50 


Slightly higher West of Mississipp! 
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Cigarette Sales: The Real Story 


Small Drop Early in 1954, Then Some Upturn 


Are people quitting cigarettes, 
frightened by charges that they 
cause lung cancer and heart ail- 
ments? 

Cigarette sales have slipped in 
recent months. But they may be 
turning up again. Tobacco men 
are not alarmed. 

Encouragement, too, comes to 
the industry from new studies 
that challenge the validity of ac- 
cusations being made against 
cigarettes. 


WINSTON-SALEM, N.C. 


In the tobacco-growing and manu- 
facturing regions of the country there 
is concern, but not alarm, over the 
public reaction to reports that ciga- 
rette smoking is harmful to health. 

Cigarette sales in recent months have 
been off moderately. To date, smoking 
of pipes and cigars has not increased 
to offset the decline in cigarette smoking. 

This decline—the first to hit cigarettes 
in 20 years—undoubtedly is connected 
with recent medical opinions, widely 
disseminated, that point to cigarette 
smoking as a probable cause of lung 
cancer, heart ailment, possibly other ills. 
Many smokers are cutting down on ciga- 
rettes or giving them up altogether out 
of concern for their health. 

Neither tobaccogrowers nor cigarette 
makers, however, are seriously upset by 
what is happening. They are naturally 
concerned that the normal growth trend 
in cigarette smoking has been interrupt- 
ed. But, without a far longer test, they 
are not ready to accept the idea that the 
human race is turning away from to- 
bacco after 300 years of its use. 

Tobacco acreage does not seem to be 
in for big cuts at this time. Prices paid 
farmers for tobacco do. not reflect the 
view that tobacco consumption is going 
to decline sharply or permanently. 

Instead, the tendency is to feel that 
the present moderate sag in cigarette 
smoking is likely to be rather short- 
lived. There is a growing emphasis upon 
wider offering of filter-tip types of ciga- 
rettes. 

At the same time, testimony is begin- 
ning to appear that conflicts with the 
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theory that cigarettes cause cancer of 
the lungs. Cigarettes are gaining sup- 
port from new studies at the National 
Cancer Institute—a part of the Govern- 
ment-operated National Institutes of 
Health. 

There is no question, however, that 
the cancer scare has caused some re- 
duction in smoking. The recent eco- 
nomic recession also may have helped 
to cut cigarette buying. The total de- 
cline is measured by retail cigarette 
taxes that are collected by the Internal 
Revenue Service of the U.S. Treasury 
Department. 

In 1952, consumption of cigarettes 
in the United States hit an all-time peak 
of 394 billion cigarettes a year. In 1953, 
according to the usual pattern of annual 
growth, consumption should have in- 
creased 3 per cent. Instead, it declined 
about 2 per cent—to an all-year total 
of 386 billion cigarettes. 

The decline began late last year. It 
became even more pronounced in the 
first five months of this year. The result 
is shown in the chart on page 85. Ciga- 
rette consumption fell off from 161 bil- 
lion in the first five months of 1953 to 
150 billion in the corresponding five 
months of 1954. 

May, though, showed a bit of an in- 
crease, and the tobacco industry is now 
watching closely to see whether this may 
mark the upward turn. 





What is to happen in cigarette smok- 
ing is important to large sections of the 
country, where tobacco growing is a 
major industry. American farmers pro- 
duce about a billion dollars’ worth of to- 
bacco every year—and 60 per cent of this 
production goes into cigarettes. Leading 
areas in producing the flue-cured tobacco 
that is the chief ingredient of American 
cigarettes include North Carolina, south- 
ern Virginia, South Carolina, Georgia 
and north-central Florida. 

In North Carolina, where generations 
have spent their lives with tobacco, 
growers are customarily skeptical of any 
ill spoken about their product. Old-timers 
recall a New York Times editorial in 
1884 warning that, if cigarette smoking 
should become general, “the ruin of the 
Republic is close at hand.” They point 
out that early in this century cigarettes 
were assailed as “coffin nails,” accused of 
causing “galloping consumption,” stunt- 
ing the growth and numbing the brain. 
This new scare, too, will “all blow over,” 
many people here predict. 

Even so, growers cannot escape a cer- 
tain amount of uncertainty about the 
future. All they can be quite sure of is 
that they will not be hurt for a while 
yet, if they are going to be hurt at all. 

Presently, tobaccogrowers are prosper- 
ing, on the whole. Their crop, under 
the tightest controls known to American 
agriculture, is relatively stable in price 


~Standard Oil Co. (N.J.) 


FROM THE TOBACCO INDUSTRY: OPTIMISM 
People have been smoking for 300 years 
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“AMERICANS 
/” 7 STILL SMOKE 


LOTS OF 
CIGARETTES 


Based on tax-collection figures from Internal Revenue Service 


and is profitable. Successful growers «in 
North Carolina clear from $250 to $800 
an acre on their tobacco. 

Stocks of tobacco on hand in the ia- 
tion’s warehouses are deemed moderate. 
The July 1 carry-over from old crops 
was less than 1.9 million pounds, only 
2 per cent larger than a year ago. Ciga- 
rette manufacturers are expected to re- 
duce their buying somewhat this year, as 
compared with last year, but by no more 
than 3 to 5 per cent. 

Prices that growers will get for their 
1954 tobacco are expected to run very 
close to last year’s prices—about $51 or 
$52 per hundred pounds. Even if bid- 
ding should lag in the August auction 
markets, a farmer still can get an aver- 
age of $47.90 per hundred pounds in 
the form of a Government crop loan. 

Growers are prepared to cut their 
acreage 5 or 10 per cent next year if 
a continuing decline in cigarette con- 
sumption should make that advisable. 
But they are far from certain as yet that 
any cut will be necessary. 

Cigarette manufacturers, alert to the 
implications of the cigarette decline, al- 
ready are pushing filter tips to trap tar 
and nicotine before they reach the smok- 
er's lungs. Manufacturers estimate at least 
30 billion filter-tip cigarettes will be 
smoked this year. That is a sharp increase 
over the 7.5 billion filter tips smoked in 
1952, before the cancer scare hit the 
) market, 

This sudden surge toward filter tips 
may come to match the stampede of the 
last few years toward “king size” ciga- 


- 
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IN FIRST 5 MONTHS 
OF 1952... 





.. AMERICANS SMOKED 197 BILLION CIGARETTES 





IN FIRST 5 MONTHS 
OF 1953... 





. . AMERICANS SMOKED 16] BILLION CIGARETTES 





IN FIRST 5 MONTHS 
OF 1954 eee 











rettes, of which more than 100 billion 
are now being sold in a year. 

Such shifts complicate the gauging of 
tobacco requirements. King-size cigarettes 
require 17 per cent more tobacco than 
those of conventional size. That tended 
to offset the first lessening in cigarette 
consumption. Now many smokers favor a 
combination of king size and filter tips 
—which puts the tobacco requirement 
per cigarette back about where it was 
before. 

Cigar and pipe makers are hopeful 
that their products may pick up the 
market falling away from cigarettes, 
since cigarettes have taken the brunt of 
medical criticism. 

Up to now, however, no significant 
shift is apparent. And cigarette manu- 
facturers are skeptical that any such 
shift will develop. Said one: “If cigarettes 
ever should be proved definitely to be 
harmful, the fault would lie in tobacco 
itself. All forms of smoking would suffer.” 

Some tobacco men see hope of a con- 
trary possibility—that all forms of smok- 
ing can be encouraged by proving or 
making smoking definitely safe. 

Said W. Philip Hedrick, tobacco spe- 
cialist of the North Carolina Department 
of Agriculture: “We need to learn if 
some component is injurious and, if so, 
what it is. Then tobacco geneticists 
should be able to breed it out, or in 
some way eliminate it.” 

The big hope of tobaccogrowers and 
cigarette makers, however, is that ciga- 
rettes may soon be acquitted of the evils 
charged against them. 


© 1954. By U.S. News Pub. Corp. 


Encouragement came just last week 
from the International Cancer Congress 
in Sao Paulo, Brazil. Dr. W. C. Hueper, 
of the U.S. National Cancer Institute, 
told the Congress that: “The data on 
hand make it unlikely that cigarette 
smoking represents a major factor in 
the production of lung cancer and its 
recent phenomenal rise in frequency.” 

“Lung cancers,” he said, “became 
more frequent long before cigarette 
smoking became a widespread habit. In 
fact, the relative annual increase in lung- 
cancer frequency was greater during the 
first three decades of this century than 
during the last two, when the alleged 
carcinogenic action of an increased ciga- 
rette-smoking habit should have boosted 
the rate of progression over that found 
earlier.” 

Dr. Hueper called “unsatisfactory” the 
medical evidence on which cigarettes 
have been accused. Also, he asked, why 
is there “no statistical association” be- 
tween cigarettes and cancer of the lips, 
mouth and fingers, which also come into 
constant contact with cigarettes and ciga- 
rette smoke? 

As long as the guilt of cigarettes re- 
mains in doubt, tobacco men are con- 
fident, the majority of cigarette smokers 
are going to cling to their habit. Those 
who can be scared out of smoking with- 
out definite proof have already quit, 
these tobacco men say. 

That is why they feel that the recent 
downward trend will not last long. Al- 
though concerned, they refuse to become 
alarmed. 
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HOW NEW TAX LAW 
AFFECTS YOU 


New tax law, all set now, changes things 
around, offers savings to many, means big- 
ger tax bills for some. 

Rates stay where they are, but very nearly 
everything else about the revenue laws will 
be different hereafter. 

You'll need to bone up on what's new. 


The tax overhauling of 1954 is complete at last. 

With House and Senate approval of the final, compromise 
terms, the big bill went to the White House to be signed 
into law by President Eisenhower. 

That law amounts to a thorough rewriting of the federal 
tax code, the first in three quarters of a century. 

Nearly everybody who pays taxes is affected, one way or 


Ha dae 


Some sinings is golainshe: tele lee 
to he- sought te a 
study may pay big dividends. 

As a special service to readers, U.S. News 
& World Report publishes here ‘a full report 
on the tax law of 1954, with emphasis on 
how to make the~most of what it offers. 


another. For most people and most businesses, taxes here- 
after will be a little easier to live with. Many will find their 
tax bills considerably smaller. For some, tax rules are stiffened. 
By getting a working knowledge of this new law, you 
probably will be able to save some tax money. 
The detailed report that follows will help you figure out 
what the changes mean to you as a taxpayer. 


FOR MOST INDIVIDUALS: EASIER TAXPAYING 


DIVIDENDS: 
Relief for Stockholders 


7 million of them, now get 
of dividend 


Shareholders in corporations 
some long-sought relief from “double taxation” 
income. 

This term, “double taxation,” means that profits are taxed 
once when earned by the corporation, and a second time as 
personal income when paid out to the stockholder in the form 
of dividends. 

In effect, the stockholder from now on is given partial 
credit for the tax already paid by the corporation before he 
gets his dividend. This eases , but does not remove, the bur- 
den of “double taxation.’ 

All shareholders are given a grant of tax freedom on 
their first $50 of dividend income received this year, and 
each year hereafter. That means a tax saving of $10 for low- 
income shareholders, and up to $45.50 for highest-income 
shareholders. 

In addition, shareholders get a tax credit—a direct tax 
cut—amounting to 4 per cent of the rest of their dividend 
income after July 31, 1954. At $1,000 in dividend income, 
that’s a $38 tax cut—allowing for the $50 exclusion. At 
$25,000, it means a tax saving of around $1,000 each year. 

But note carefully this seldom-mentioned limitation on 
the change: Your tax credit can be no greater than your total 
tax liability—you'll get no refund out of the credit. More 
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important, the credit can’t be more than 2 per cent of your to- 
tal taxable income this year, or more than 4 per cent of that 
income next year and thereafter. So in many cases you will 
need some nondividend income to make the most of the 
tax-credit. 

Here’s an example to show how the plan works: Take a 
married couple receiving $1,000 in dividends each quarter 
in 1954, on March 1, June 1, September 1 and December 1. 
Assume both husband and wife own stocks—so both get 
the $50 exclusion allowance. Together, they exclude $100 
of their March 1 dividends. 

The 4 per cent tax credit, remember, applies only to divi- 
dends received after July 31. So the credit for 1954 will be 4 
per cent of $2,000, or $80, which means a tax cut of that size. 

Next year, this couple will get a tax credit of $156, figured 
on $3,900—$4,000 of dividends minus the $100 exclusion. 

To show how the over-all limitation works, assume this 
couple has only $1,000 of nondividend income, to make 
$5,000 in all. With $1,200 in personal exemptions, a “stand- 
ard” deduction of $500 and the $100 dividend exclusion, 
taxable income amounts to $3,200. The dividend credit, this 
year, can be no more than 2 per cent of that, or $64. So the 
couple could use only $64 of its $80 tax credit. Next year— 
with a 4 per cent limit and more dividends included—the 
couple could use $128 of its $156 credit. 

One more important note on this: For dividends received 
from a regulated investment company where capital gain 
plus other nondividend income is more than 25 per cent of 
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the company’s income, the tax relief will be allowed only on 
shareholder dividends that reflect the company’s own divi- 
dend income. And no relief will be allowed on dividends 
paid by tax-exempt organizations, co-operatives, mutual sav- 
ings banks, building and loan associations, foreign corpora- 
tions and those in U.S. possessions, and mutual insurance 
companies. 


MEDICAL BILLS: 
More Can Be Deducted 


The cost of keeping the family healthy will be more fully 
deductible on tax returns this year and hereafter. But these 
deductions—items subtracted from income before that income 
is taxed—will have to be itemized on tax returns if any tax 
savings are to be gained. Changes won't help those who take 
the “standard deduction.” 

Medical expenses in excess of 3 per cent of “adjusted 
gross income”—that’s total income for most wage and salary 
workers—can be deducted in the future. In the past, only 
those over 5 per cent have been allowed as deductions. 

Maximum medical deductions, at the same time, are dou- 
bled. The limit that is applied for each individual taken as 
an exemption on a return is raised to $2,500, from $1,250 in 
the past. 

The over-all limit applied to each tax return is raised to 
$5,000 from $2,500 for a single person or for married persons 
filing separately; to $10,000 from $5,C00 for married couples 
filing jointly; and to $10,000 from $2,500 for a “head of 
household.” . 

®@ Medicines and drugs, however, come under a new re- 
striction. You'll get to count only such outlays as are in excess 
of 1 per cent of your income—“adjusted gross income.” 
And the new Internal Revenue Code makes it perfectly clear 
that the cost of toiletries and sundry items—tooth paste, de- 
odorants and the like—does not qualify as “medical expense.” 

An example to show how the new rule will work: Say 
your adjusted gross income is $10,000, and you spend $500 
on doctors’ fees, $300 for hospitals and $200 for medicines 
and drugs this year. Of the $200 for medicines and drugs, 


youll get to count only the amount over 1 per cent of your 
$10,000 income, or $100. 

The new rules will let you deduct all over 3 per cent of 
your $10,000 income—that is, all over $300. So your medical 
deductions will come to $600. If that seems little, remember 
that under the old rule you would get only those expenses 
in excess of 5 per cent of your income—that is, $500,in de- 
ductions. 

A couple of other changes in medical rules will be of in- 
terest. 

Transportation expenses primarily for—and essential to— 
medical care now will be allowed as deductions. But that 
won't include the cost of meals and lodging while the patient 
is getting treatment away from home. 

Finally, medical expenses incurred during a last illness 
are to be allowed in the taxpayer’s final return, if they are 
paid within one year after death. 

These easier rules on medical deductions will apply to this 
year's income when you make out your return early next year. 


CHILD CARE: 
Help for Working Mothers 


More than 2 million parents will be allowed hereafter to 
deduct at least a part of the cost of hiring someone to care for 
their children during working hours. 

® Working widows and widowers, without husband or 
wife to help with the children, will be permitted to deduct 
child-care costs up to $600 a year. That goes, too, for divorced 
or legally separated persons and mothers whose husbands are 
ir.capable of work. 

®@ Working wives who file joint tax returns with their 
husbands will be able to deduct as much as $600 of child-care 
costs, minus any amount by which combined adjusted gross 
income exceeds $4,500. For a couple with combined wages 
and salaries of $5,000, that’s a limit of $100. Couples earning ° 
$5,100 or more will get no child-care deductions. 

Rules that apply are these: Costs that may be included are 
simply those paid for care of a child under 12, or any age if 
the child is incapacitated. 
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Also, child-care deductions are allowed only for the period 
when the taxpayer works. A widow working six months in a 
year is permitted to deduct only $300. 

Where a maid does both housekeeping and child-care 
work, her pay must be divided in proportion to those tasks. 

Note that for taxpayers who are subject only to the first- 
bracket rate of 20 per cent—on $2,000 of taxable income— 
the top relief to be expected is a tax cut of $120 a year. 

Don’t try to take this deduction on the basis of child-care 
payments made to an older child or other dependent of yours 
—that’s prohibited. 


INCOME SPLITTING: 


An Extra Break for Some 


The full benefit of income splitting was proposed in the 
original draft'of the new law for just about everybody who 
had dependents to support and no wife or husband to help. 
In the end, however, this relief was whittled down. 

As it now stands, the new law merely gives widows and 
widowers with families to support the privilege of full in- 
come splitting for two years after the death of their mates. 
After that, they will go back on the old basis—filing as 
single persons or as “heads of households,” depending on 
their circumstances. “Heads of households” will continue to 
get one half the benefit of income splitting. 

Note this important point: To get two more years of in- 
come splitting after the death of wife or husband, the tax- 
payer must be left with a dependent son or daughter. 

A son or daughter supporting a dependent parent is to find 
it easier now to qualify as a “head of household.” Under the 
old definition, a taxpayer qualified only if he supported rela- 
tives living under the same roof with him. The new law re- 
moves this residence requirement so far as dependent parents 
are concerned. Thus, a bachelor in New York will be classified 
as a “head of household” if he supports his mother, even 
though she may live back home in Iowa. This means he will 
get one half the benefit of income splitting. If he has a sub- 
stantial income, his tax saving will be considerable. 


THE AGED: 
Less Tax After Retirement 


Retired persons come in for a considerable measure of tax 
relief. 

These people, in effect, get an exemption from the first- 
bracket rate—20 per cent—for their first $1,200 of “retire- 
ment income.” The relief goes to retired people of 65 and 
over, and to those retired before age 65 under most federal, 
State and local-government plans—not including the military 
retirement program. 

Idea is to give to all retired people tax relief similar to that 
already granted to those who draw tax-free Social Security 
pensions. 

Specifically, the relief comes in the form of a direct tax- 
reducing credit. It’s figured by multiplying the first $1,200 
of “retirement income” by the first-bracket rate. Since that 
rate is 20 per cent, the maximum reduction to be allowed 
under this new rule will be $240. 

Here’s an important point, though: A husband and wife 
each may qualify for this tax credit, if each has retirement in- 
come and meets other income requirements. Some retired 
couples, then, will get a tax cut of $480 on this year’s income. 

Rules, again, are specific, a bit complicated, and quite re- 
strictive. 

To get this relief, you must have received “earned” income 
—wages, salaries, self-employment income—of at least $600 
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in each of 10 earlier years—any 10. However, a widow whose 
husband would qualify on this rule, if he were living, would 
herself be qualified. 

“Retirement income” that qualifies you for this credit is 
defined to include money from pensions and annuities; in- 
terest, as on mortgages, bonds, savings accounts; rents from 
residences and other property; dividends from stocks to the 
extent that. they are included in gross income reported. 

The $1,200 maximum income on which the credit can be 
figured will be reduced by most of your income receipts al- 
ready tax-exempt—Social Security benefits, railroad retirement 
pay, military retirement pensions, and other retirement pen- 
sions already excluded from gross income. Military disability 
pay and workmen’s compensation payments will not reduce 
your “retirement income.” 

If you have an earned income—wages, salaries, self-employ- 
ment income—that, too, will reduce your retirement income 
to the extent that such earned income is-more than $900 a 
year. If you’re age 75 or more, this limit does not apply. 

An example will show how the tax-reducing credit works 
out. Take a single individual age 65 with this income: Com- 
pany pension $600, interest $200, dividends $400, rents 
$800, Social Security benefits $600, earned income from part- 
time work $1,000. Total income: $3,600. 

This taxpayer’s retirement income, for purposes of the tax 
credit, will be $1,950—including the company pension, in- 
terests, rents and all dividends except the $50 excluded in 
the dividend-relief provision. 

Limit on the retirement income that gets relief, though, is 
$1,200. And that limit—not total retirement income, but the 
limit—will be reduced for this taxpayer by these amounts: 
Social Security benefits $600, plus $100 of earned income 
over the $900 limit, or a total of $700. That makes this tax- 
payer's “retirement income” limit just $500. A 20 per cent 
credit figured on that comes to $100. 

To complete the example: The taxpayer's adjusted gross 
income comes to $2,950—after excluding Social Security bene- 
fits and $50 in dividends. Assume a standard 10 per cent 
deduction—or $295—and two personal exemptions for a tax- 
payer over age 65, or $1,200 in exemptions. That makes 
taxable income $1,455. 

Tax, before the dividend or retirement credits, would be 
$291. 

The new dividend credit means a reduction of $14 for this 
taxpayer. The retirement-income credit means a cut of $100. 

Tax, thus, will come to $177. Under old law, the tax would 
have been $300. 

The retirement-income credit, figured alone, means that 
a single person can receive $2,666 of “retirement income” 
tax-free. A retired man and wife—each with such income and 
each meeting the previous-earnings test—can receive $5,333 
of retirement income without paying any federal tax on it. 

® Annuity income gets a brand-new rule to determine how 
much of each year’s annuity payment is tax-free. Basic idea, 
under old and new rules, is that the taxpayer should get 
back tax-free the price he paid for the annuity. 

Under past law, a portion of annuity payments equal to 
3 per cent of the annuity cost was “income” from the invest- 
ment. That part was taxed. The rest was counted as a re- 
turn of capital—-and was tax-free—until the taxpayer had 
gotten back, tax-free, his entire purchase price. Then, with 
a shock to some annuitants, all of the annuity became 
taxable. 

Under new provisions, the arbitrary 3 per cent rule is re- 
placed with one that permits the taxpayer to get back at 
least his investment if he lives to his normally expected age. 

An example will show how the new rule works—and how 
it affects tens of thousands of annvitants. 

Take an annuity that cost $15,000 and that pays the 
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individual $1,200 a year. Under the old rule, the amount 
taxable each year—3 per cent of the $15,000—was $450. 
The $750 remaining was considered not income but a 
return of capital. After 20 years on this basis, the entire 
$15,000 cost was recovered tax-free. The entire $1,200 a 
year then became taxable income to the annuitant. 

Under the new rule, the amount to be excluded each 
vear is the amount paid for the annuity divided by the 
number of years of life expectancy—as shown by actuarial 
tables—at the time annuity payments start. The annuitant, 
starting to draw, will be informed about his life expectancy 
by the company from which he bought his annuity. 

If the life expectancy of this annuitant is 15 years, his 
annual exclusion is $15,000 divided by 15, or $1,000. Only 
$200 is taxable. 

In this case, the annuitant will pay taxes on less than half 
as much income as under the old rule. And—a notable point 





WHAT NEW TAX LAW MEANS 
TO RETIRED PEOPLE 


A retired couple, both past 65 and both eligible for 
new credit on retirement income, gets $6,000 a year— 
half from dividends, half from other sources. In 1955 
and later years, this couple will pay no income tax at all. 
It works out this way: 


Old Law New Law 


Total income . $6,000 $6,000 
Less: Dividend exclusion -— 100 
Remaining income 6,000 5,900 
Less: Standard 10% deduction 600 590 
Less: Personal exemptions 2,400 2,400 
Taxable income 3,000 2,910 
Tax before special credits 600 582 
Less: Credit on dividend income — 116 
Less: Credit on retirement income —— 480 
Final tax 600 0 











—the annual exclusions will continue for life, no matter by 
how much the annuitant exceeds his normal life expectancy. 
® An employe who has paid only a relatively small part of 


the cost of his annuity is allowed to recover his capital in . 


full before any of the annuity is taxable. This rule applies 
when annuity payments in the first three years equal or 
exceed the amount contributed by the annuitant. 

In the case of the $1,200-a-year annuity costing $15,000, 
assume an employe had contributed $3,000 and his em- 
ployer $12,000 toward the worker’s annuity. In two years, 
the retired worker gets back $2,400 of his contribution. In the 
third year, after another $1,200, his total annuity return 
equals $3,600. So $600 is taxable in that year, and after that 
all is taxable. 

Taxpayers who already were drawing annuities last Janu- 
ary 1, and paying taxes under the 3 per cent rule, will be 
allowed to switch over to the more liberal life-expectancy 
basis—provided they have not already recovered, tax-free, 
the entire cost of their annuities. Where annuitants convert 
to the new method, the cost of their annuities is taken as 
the original cost minus amounts already recovered tax-free. 
This “adjusted cost” divided by the life expectancy of the 
annuitant last January 1 gives the amount to be excluded in 
1954 and hereafter. 

In the case of annuities or contracts that guarantee a 
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stated minimum return to the annuitant or his family, the 
cost basis of the annuity—and thus the annual exclusion— 
is reduced to reflect the value of the guarantee. 

In joint and last-survivor-type annuities—where one or 
more survivors continue to draw annuity payments after 
the death of one annuitant—the life expectancies of all an- 
nuitants are used as the factor in determining the annual 
exclusions. 

® Payments for a fixed term of years, as well as pay- 
ments “for life,” are treated in the same way as annuities. 
Under former law, installment payments under a life insurance 
contract paid before the death of the insured, or an endow- 
ment policy for a definite term of years, were not taxed as 
annuities, In the past, such payments were tax-exempt until 
the entire cost of the policy was recovered. Note that the new 
tax treatment of this tvpe of policy is less favorable than 
formerly. 

® Lump-sum payments—as distinguished from_ install- 
ments—get more generous treatment. 

Under the new rules, the tax on lump-sum proceeds of a 
life insurance contract—where paid other than by reason of 
the death of the insured—or of an endowment or annuity 
contract cannot be greater than it would have been if it had 
been received in three equal annual installments. Under 
the old law, the taxable part of a lump-sum payment was sub- 
ject to tax entirely in the year in which it was received. 

One other change provides that life-insurance beneficiary 
gets 60 days after a policy matures to decide whether to take 
the proceeds in a lump sum or in installments. Under the 
old law, this election had to be made before the policy ma- 
tured. Otherwise, the tax collector could rule that the tax- 
payer actually—constructively—received the proceeds and 
that he should be subject to taxes on the excess of cash value 
over cost of the policy. 


CHILDREN’S EARNINGS: 
No Tax on Parent 


This summer, and hereafter, parents will not have to keep 
a watchful eye on their children’s vacation earnings to see 
that they don’t exceed the $600 limit. 

In the past, when a dependent child earned $600 or more 
in a year, the parent could not claim the child as an exemp- 
tion in that year. Now, within carefully defined limits, de- 
pendent children will be permitted to earn more than the 
usual $600 limit without costing the taxpayer an exemption. 

Note that, in effect, this means exemptions taken twice 
on youngsters who are earning part of their own way. The 
parent still will be able to claim an exemption for the child, 
and the child will claim himself as an exemption when he re- 
ports his own income and pays his tax or files for a refund. 

Specifically, the $600 earnings test is waived for a de- 
pendent child of the taxpayer—including a stepchild or an 
adopted child—if the child is under age 19. The same rule 
will apply for children 19 or over provided they are full-time 
students at educational institutions during some part of five 
months in the year. Full-time attendance from February 
through June, for example, would meet the five-month test. 


DEPENDENTS: 
More People Can Be Claimed 


Dependents claimed as exemptions come under more lib- 
eral rules. 

Most important, the “relationship test” is changed. In the 
past, the “dependent” had to bear one of eight specific rela- 
tionships to the taxpayer—son, daughter, other close rela- 
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tive. Otherwise, no dependency credit was allowed. A tax- 
payer's cousin, for example, could not be claimed. 

Now, the taxpayer can claim as a dependent—worth a 
$600 exemption—any individual if the taxpayer provides 
over half of the individual’s support and the individual lives 
with the taxpayer. Relationship no longer is important if 
the dependent really lives with the taxpayer. And absence of 
the dependent while attending college or other school will 
not prevent an exemption credit. Note that dependents who 
satisfy one of the eight close-relationship requirements do 
not have to live with the taxpayer. 

Also, a supported cousin of the taxpayer who is receiving 
institutional care because of mental or physical disability 
will entitle the taxpayer to a dependency credit, provided 
that prior to being placed in the institution the cousin was a 
member of the taxpayer’s household. 

Scholarships will not affect dependency status. General 
rule, as in the past, is that the taxpayer must provide more 
than one-half of a dependent’s support in order to claim the 
dependent as an exemption. Now, in figuring how much 
of the dependent child’s “income” or support comes from the 
taxpayer, the value of scholarships will not be included as 
part of the dependent’s “earnings.” 

® Children supporting parents—or any group supporting 
a close relative—get an easier rule. In the past no exemp- 
tion was permitted unless one person provided more than 
half the support. Now, if the group pays more than half of 
the relative’s support, any one of the group whose contribu- 
tion is at least 10 per cent of the support can claim the exemp- 
tion, provided that the others sign statements that they will 
not claim the credit in the same year. This means that mem- 
bers of the group can take turns in claiming the exemption. 


PERSONAL DEDUCTIONS: 
Changes for Many 


You'll find, when you make out your tax return early next 
year, that deductions that reduce your taxable income are 
bigger and easier to get. But, with two exceptions, you'll 
have to itemize—rather than take the standard deduction— 
to get this relief. 

® Charitable-contributions limit, for individuals, is raised 
from 20 per cent of income—adjusted gross—to 30 per cent, 
where the extra 10 per cent is given to churches, schools, 
hospitals and nonprofit cemetery or burial companies. 

® Business transportation expenses of employes—even 
where the employe does not go out of town—hereafter can 
be deducted from the worker's gross income in figuring his 
adjusted gross. So a worker can deduct these and still take 
the standard 10 per cent allowance. The rule covers bus, 
taxi, other fares and the cost of operating the individual’s 
own car—gasoline, oil, repairs, depreciation. It does not cover 
the cost of commuting between home and work. 

® Outside salesmen now will get this same treatment on 
their business expenses. They can deduct such expenses in 
figuring adjusted gross—provided the salesman is not one who 
spends much of his time on deliveries. 

® Cost of contesting tax liabilities also is made clearly 
deductible—that includes any legal or other expense in con- 
nection with any contested tax liability, whether federal, 
State or local. In the past, outlays to contest a gift tax 
liability have been disallowed. 

® Co-operative housing stockholders are allowed to de- 
duct their proportionate shares of total taxes and interest paid 
to the co-operative corporation—just as stockholders in co-op- 
erative apartments have been permitted to do in the past. 

® Carrying charges on installment purchases, up to 6 
per cent of the average unpaid balance, can be deducted even 
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if the contract fails to show just how much interest is in the 
carrying charges. Past law denied such deductions unless the 
contract specified the interest amounts. 

® Hobby-loss provisions are eased. In the past, if an in- 
dividual’s business-loss deductions—except taxes and interest 
—exceeded $50,000 a year for five consecutive years, he could 
offset only $50,000 of annual losses against income from other 
sources—the limit applying to all five years. 

Hereafter, in adding up the losses he can offset within this 
$50,000 limit, he will be able to disregard deductions for 
casualty and abandonment losses in a trade or business or 
losses and expenses of farming attributable to drought. And 
net operating loss carry-overs will not be figured in determin- 
ing when losses exceed $50,000. 

@ Farmers now will be allowed to charge off soil and 
water-conservation expenses against current income—up to 25 
per cent of gross farm income. In the past, farmers gen- 
erally have been required to add such outlays to the cost of 
the land. Since land is not depreciable, no tax deductions 
could be taken for improvements until the land was sold. 

Deductible in the future will be outlays for treatment and 
moving of earth—such as leveling, grading, terracing, contour 
furrowing, and construction and maintenance of diversion 
channels, drainage ditches, water courses, outlets, ponds and 
earthen dams not subject to depreciation—as well as eradica- 
tion of brush and planting of windbreaks. The rule does 
not cover cost of depreciable facilities, appliances and 
structures. 

Also, it’s provided that such outlays in excess of 25 per cent 
of income can be carried over to future years—subject each 
year to the same limit. Also deductible will be special as- 
sessments levied by a soil or water-conservation district or a 
drainage district, for expenditures made by these districts on 
these same projects. 

@ A husband making periodic payments to his wife under 
a written separation agreement will be allowed to deduct 
those payments even if the couple is not separated under a 
court decree, provided husband and wife live apart and file 
separately. In the past, such payments were deductible only 
where separation was by a court decree. 

This new rule applies only to written separation agree- 
ments signed and payments made after enactment of the new 
code. In addition, other support payments ordered by a 
court where there is no divorce ‘or written separation agree- 
ment—for example, under a State nonsupport law—can be 
deducted by the husband. This applies to payments made 
after the new code is enacted—provided the court order was 
issued after March 1, 1954. 

Under the new rule, of course, payments deducted by the 
husband will be taxable income to the wife. 

@ Interest paid on debt incurred to purchase single- 
premium annuity contracts—or those on which all premiums 
are paid within four years—will not be deductible in the 
future. This denial, until now applied only to such purchases 
of life insurance or endowment contracts, closes a loophole. 
It now will apply to annuity contracts bought after March 1, 
1954. 

Note also this change for life insurance policies: If amounts 
are deposited with the company for payment of a substantial 
number of future premiums on a life policy, the contract will 
get the same treatment as a single-premium contract, with 
a possible loss of interest deductions. 

® Real estate taxes as deductions come in for some 
changes, mostly liberalizations. 

Taxes shared by the seller and buyer of real property 
usually are deductible according to the way they're split. 
In the past, buyers often have been unable to deduct the part 
of the property tax that they assumed in the contract, since 
it was the seller who had become personally liable for the tax. 
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Special assessments on property get a more liberal rule, 
designed to fit particular situations. In the past, such assess- 
ments have been deductible only if they were levied for in- 
terest charges or for maintenance. Now they are deductible 
if made by an improvement district at a uniform rate applied 
to regular assessed value, if the district covers an entire 
county, and at least 1,000 persons are subject to the levy—all 
these conditions must prevail. 

®@ Premiums on bonds that can be redeemed within three 
years of issue come under a new and tighter rule. Under past 
law, an investor could buy a callable bond at a premium— 
above face value—and deduct that premium against ordinary 
income. After holding the bond for six months, he then could 
sell it and take a long-term capital gain. Effect was to change 
ordinary income into long-term capital gain, which is taxed 
at lower rates. 

A new rule provides that, for bonds issued after Jan. 22, 
1951, and acquired after Jan. 22, 1954, the premium in 
such cases must be written off over the entire period from 
the date of purchase to the date of maturity of the bond. 
The new rule does not apply to tax-exempt bonds. And 
another rule applies if bonds actually are called within 
three years. 


TAX-EXEMPT INCOME: 
Variety of Benefits 


The question of whether certain types of income are sub- 
ject to tax will be decided more frequently in favor of the 
taxpayer hereafter. 

® Injury and sickness benefits paid by employers to their 
workers are more clearly and completely free from federal 
taxes. In general, payments under company plans are tax-free 
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to employes whether the plans are insured or not, provided 
the plans themselves are approved as fair to all employes. 
Under the old law, only payments made under formally 
insured plans were exempt. 

Specifically, these payments to employes are tax-free: 

Benefits paid to the worker to reimburse him for ex- 
penses incurred for medical care of himself, his wife— 
or her husband—or his dependents. 

Payments for the permanent loss, or loss of use, of an 
arm or other part of the body, or for permanent dis- 
figurement. 

Payments, up to $100 a week, for loss of wages due to 
personal injury or illness. Payments for the first seven 
days of absence, however, are taxable unless absence is 
due to accidental injury or unless the employe is hos- 
pitalized on one or more of first seven days. Note that 
this applies to salaried workers who, on the basis of “sick 
leave,” draw their regular salaries while absent from 
work because of illness or injury. 

Those grants of freedom from taxes are to be of immense 
importance to millions of workers. 

Finally, in the sickness-and-accident field, the new code 
makes it clear—for the first time—that amounts paid by the 
employer for health and accident plans are not considered 
employe income and, thus, are tax-free. 

@ Employe-pension plans—and profit-sharing and stock- 
bonus plans—also get some new rules. Even in past law, 
pension programs that did not discriminate in favor of upper- 
salary employes have been given favored treatment. Em- 
ployers contributing to approved plans were permitted to 
deduct their contributions as a regular cost of business. But 
employes did not report such contributions as income—in- 
stead, they paid taxes only on the benefits paid them when 
they retired. 
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Now, the tax break given to workers and employers partici- 
pating in these pension, profit-sharing and stock-bonus plans 
is continued, clarified and liberalized somewhat. 

For examples, lump-sum payments made to workers from 
these plans when the workers are separated from their jobs 
are given capital-gains treatment—and, thus, lower tax rates— 
if payments are from an approved insured plan. And the 
lower capital-gains rates are applied to lump-sum payments 
made by approved insured plans to survivors of employes 
who die after retirement, and to lump-sum payments that 
result from the dissolving of a plan due to a company merger. 

® Meals are tax-free to employes if furnished by the em- 
ployer, on his premises, for the convenience of the employer. 

Lodging is exempt from tax if it is furnished for the con- 
venience of the employer, and the employe is required to 
accept lodging on the employer's premises as a condition of 
employment. 

® Prizes and awards—for example, those won on televi- 
sion shows, door prizes and the like—generally are taxable 
income. But those made primarily to recognize past achieve- 
ments—where the winner is chosen without any action on 
his part and is not required to render any real services— 
remain tax exempt. Nobel and Pulitzer prizes are examples 
of the tax-exempt type of award. 

® Interest on life insurance proceeds paid in installments 
may lose some tax exemption. In the past, a survivor, electing 
te receive insurance proceeds in monthly or annual install- 
ments, could leave the principal with the company and have 
it draw interest tax-free. The new law limits this exemption 
to $1,000 of such interest each year, and grants that only 
where the interest is received by the widow of an in- 
sured man. 

®@ Ministers’ cash allowance tor rental on a parsonage is 
tax-exempt, at least to the extent that the allowance is used 
for such purpose. Ministers who get their rent in the form of 
a parsonage owned by the church already had this advantage. 

® Police officers get freedom from taxes on statutory sub- 
sistence allowance up to $5 a day. That goes for police officials 
of States, localities, territories and possessions of the U.S., or 
any subdivisions of these, plus the District of Columbia. 

® Combat-pay tax exemption already allowed members of 
the armed forces is continued as long as the Draft Act is in 
effect. Pay for service in a combat zone, or while the service- 
man is hospitalized as a result of such service, is fully ex- 
cluded from gross income for enlisted personnel. For officers, 
the exclusion is limited to $200 a month. Tax-forgiveness 
provision for members of the armed forces whose death re- 
sults from service in a combat zone also is continued. 

® Scholarships and fellowships, generally, are exempt 
from tax unless they are in payment for research, teaching or 
other services. Where grants are made to persons not candi- 
dates for degrees, special rules are provided to determine 
taxability. 

Various other types of income, too, are declared not income 
for tax purposes. 

® Employe death benefits up to $5,000, paid by an em- 
ployer to the beneficiaries surviving an employe, are tax- 
exempt even where the employer has no contractual obliga- 
tion to pay such benefits. Until now, these were exempt only 
where paid under a contract. 

A loophole in this provision is closed, though. The exemp- 
tion is limited to $5,000 on the death of any one employe. 
The old law limited exemptions to $5,000 per employer, so 
an employe might get several such exclusions—as in the case 
of workers in affiliated corporations. 

The $5,000 tax exemption also is extended to lump-sum 
distributions paid under qualified pension, profit-sharing or 
stock-bonus plans, where the employe while living enjoyed 
a benefit right that could not be forfeited. 
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AVERAGING INCOME: 
Easier for Some 


Averaging of income, for tax purposes, comes under differ- 
ent rules in some cases. This change involves a taxpayer's 
efforts to spread over several years the income that, received 
in one year, actually resulted from the work of several years. 

® A partner, under the old law, often was able to spread 
back his share of partnership income from a long-term project 
to years before he joined the partnership, perhaps even be- 
fore he was born. Now that’s out. The new rule limits the 
spread-back period to the years in which the taxpayer was a 
member of the partnership or one of its employes. 

®@ Inventors get some income-averaging relief. New rules 
permit income from an invention to be spread back over a 
period as long as five years—the maximum has been three 
years. To get this privilege, 80 per cent of the income from 
the project must be received in one year. 

® Writers, artists and inventors now get to average the in- 
come from work that takes as little as 24 months to complete. 
In the past, only income from inventions and artistic works 
that took 36 months or more to complete could be averaged 
over the period of work. 

Income splitting between husband and wife for years 
prior to 1948 is not permitted in cases where a taxpayer 
averages his income back before 1948. Under the old code, it 
sometimes was possible for a taxpayer spreading his income 
back in the pre-1948 period to use the income-splitting privi- 
lege for those years, despite the fact that income splitting 
was not approved by Congress for taxpayers in non-com- 
munity-property States until 1948. 


PAYING TAXES: 
Less Red Tape 


Individuals and families will find it easier—less time-con- 
suming—to file reports and pay up. 

@ Filing deadline for your final return and settlement of 
the preceding year’s taxes is moved from March 15 to April 
15, starting in 1955. For those not on a calendar-year basis, 
that day will be the fifteenth day of the fourth month after 
the end of the individual's tax year. Everybody gets another 
month to file and pay. 

® Deadline for declaration of estimated tax, and for the 
first installment on the current-year tax, also will be April 15, 
instead of the traditional March 15. Note that other install- 
ments still will be due June 15, September 15, January 15. 

® Early-filing procedure, too, is changed. In old law, you 
could file your final return—and complete payment on the pre- 
vious year’s tax—by January 15. Now you'll have until January 
31. If you make a final return by January 31, you can skip 
the January 15 payment on estimated tax. 

® Farmers also get more time. Under old rules, they were 
allowed to file an early final return by January 31—instead of 
a tax declaration on January 15 followed by a final return on 
March 15. Starting in 1955, the farmer will have an extra 
two weeks--until February 15—to file that early final return. 

® Gift-tax returns—and payment—due on March 15 under 
past rules, will be due April 15. 

® Requirements for declarations of estimated taxes are 
significantly eased. Far fewer people have to file declarations. 
Under the new rules: 

A declaration is required from an individual with not 
over $100 of income other than wage or salary if gross 
income is expected to be $5,000 or more in the case of a 
single person, $10,000 for a man and wife or for a head 
of household. 
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Where income other than wage or salary does exceed 
$100, a declaration is required if gross income is expect- 
ed to exceed $400 plus $600 for each personal exemption 
claimed. 
®@ Penalties for underestimating your tax are eased. 

Old rules provided additional charges up to 15 per cent 
of the unpaid tax bill. Now there is a single penalty of 6 per 
cent per year on the difference between the amount of tax 
paid and 70 per cent of the amount actually due. For farmers, 
the penalty is on the difference between the tax paid and 
66% per cent of the amount due. 

Note, however, that no penalty will be imposed on you if 
your estimated tax is: 

(1) the same as the tax you paid in the previous year, 

(2) a tax based on the previous year’s income and 
current tax rates and exemptions, 

(3) 70 per cent (66% per cent for farmers) of the 
tax figured on the annual rate of your income received 
in the elapsed portion of the year. 

Finally, no penalty wili be imposed if quarterly payments 
are at least 90 per cent of the tax computed on actual income 
received from the beginning of the year up to the month 
when the installment is due. So taxpayers who get most of 
their income in early months of the year can base tax pay- 
ments on income actually received, without regard to what 
that income would be on an annual-rate basis. 

@ Information returns are eliminated entirely for in- 
dividuals, except those in business. That’s the return on which 
the individual taxpayer has been required to report to Internal 
Revenue all instances in which he pays $600 or more in a 
year to any person. . 

® Troublesome terms, in many cases, are eliminated en- 
tirely from the income tax return. The individual can forget 
about differences between the normal tax and the surtax, and 
about “surtax net income,” “adjusted net income,” “normal 
tax net income” and “net income.” These complicated con- 
cepts are tossed out of the code. 

You have only a “gross income”—generally, all that you get 
—an “adjusted gross income”—gross minus deductions allowed 
as costs of earning your income—and a “taxable income’— 
your gross income minus all allowable deductions. If you 
elect to take the standard deduction, your taxable income is 
your adjusted gross less the standard deduction and deduc- 
tions for personal exemptions. 

Just incidentally, those “personal exemptions” allowed the 
taxpayer and each of his dependents now become “deduc- 
tions” for personal exemptions. 


CAPITAL GAINS: 
' More Liberal Treatment 


The long-term capital-gains tax—at most, only half the 
usual income tax rates—is applied more liberally by the new 
code. And more “income” is classed as “no gain.” 

@ Homeowners get more liberal treatment of the profit 
they make in selling their homes. Even before, that profit 
was not recognized as a gain if the individual put his entire 
sale proceeds—or more—into the purchase or construction of 
a new home within a specified period. But if he failed to do 
that, he was subject to the capital-gains tax on his profit. 
Also, if the price of his new home was less than his sale 
proceeds, he had a capital-gains tax to pay. 

These provisions are now eased a bit by rules that permit 
the individual, in figuring his sale profit, to include any costs 
of selling and fixing up—painting and the like—that are in- 
curred in the 90 days before he sells. That helps to cut down 
on any capital-gains tax incurred. 

Take, for example, a home with a capital cost of $10,000 
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NEW GROUND RULES FOR TAXPAYERS 


Who files tax returns: Persons aged 65 or over with 
incomes of $1,200 or more. Others with incomes 
of $600 or more. 


When to file: April 15. 


Who files tax estimates: Single persons who expect 
wage and salary income of $5,000 or more. 
Married persons and heads of households expect- 
ing $10,000 or more in wages and salaries. 
Those getting more than $100 not subject to with- 
holding, and expecting income over $400 plus 
$600 for each personal exemption. 


When to file: April 15. 


When quarterly payments are due: April 15, 
June 15, September 15 and January 15. 


When to file final return in lieu of fourth 
quarterly payment: January 31. 


Special provisions for farmers: File tax estimate 
by January 15 of the following year, with final 
return due March 15. Or: File final return by 
February 15. 


Penalties for failing to file estimate or under- 
estimating tax due: 6 per cent per year on the 
difference between the amount paid and 70 per 
cent of the amount that should have been paid. 
(66% per cent in the case of farmers.) 











sold for $14,000—an apparent $4,000 profit—and assume the 
individual buys a new home immediately for $13,000. As- 
sume, too, that expenses of fixing up and selling the home 
came to $1,000. Under the old law, the homeowner would 
be subject to the capital-gains tax on the $1,000 difference 
between his sale price and his new purchase price. Under 
the new law, though, that $1,000 of difference is wiped 
out by the $1,000 of fixing and selling costs. So there is no 
gain, no tax. 

And note a further change that has this effect: If the sale 
or exchange of your house is an “involuntary conversion’—say, 
the State puts a highway through the site of your living room 
—voull come under different rules and, thus, get a longer- 
than-usual period in which to replace your home with another. 

“Cost” of property received as a result of a death is given 
new treatment. The “basis” or “cost” of such property is im- 
portant to the receiver in determining whether he makes a 
taxable profit when he sells it later. In the past, such property 
usually has received a “new basis” on transfer at death. That 
new basis or “cost” has been the market value at the time of 
death or one year later. Some transfers of property, however, 
have been denied this new valuation. Now, under revised 
rules, nearly all property transferred at death will get the 
same treatment. 

®@ Real estate owners who are not in regular business as 
real estate dealers get capital-gains treatment on future sales 
of land that they subdivide—but only under specific rules. To 
qualify, land must be held for at least five years before sale, 
and the individual cannot make improvements that sub- 
stantially enhance the land’s value. However, rules permit, 
in some cases, installation of roads or water and sewer fa- 
cilities where the land has been held 10 years or more. 
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If you qualify for this one, the first five sales you make of 
your subdivided land will be taxed at the lower capital- 
gains rates. In the year the sixth sale is made, and there- 
after, 5 per cent of the sale price—minus expenses—will be 
taxed as ordinary income, with the remainder treated as 
capital gains. 

@ Inventors and those who finance development of an in- 
ventor’s patent get the lower capital-gains rates on the sale 
of patents—and rights represented by patent applications. 
That goes for both amateur and professional inventors. Royal- 
ty income, installment income and lump-sum payments are 
eligible for the capital-gains treatment. 

Other changes in provisions that deal with capital gains 
and losses also are made, most of them with the idea of 
plugging loopholes. Most of these apply to businessmen. 
Some are a bit technical. But all are worth noting for tax- 
payers who are affected. 

® Notes and accounts receivable when sold by the 
holder, for example, will result in ordinary income or loss if 
they were acquired in the sale of inventory or stock in trade, 
or received for personal services. Under the old law, a capital 
gain or loss was the result unless the taxpayer was a dealer 
in such notes and accounts. 

® Short sales of commodities or securities qualify tor 
capital-gains treatment less automatically than in the past. 
Gain or loss depends on the nature of the asset used to close 
the deal. And “puts”—options to sell at a fixed price—bought 
with stock in order to hedge against a decline will not be in- 
cluded in the definition of a short sale. 

® Options to buy or sell get some new rules that provide 
consistent treatment for gain or loss, both in the sale of the 
option and in a failure to exercise. 

An option to buy a noncapital asset, such as stock in trade, 
will result in ordinary gain or loss when it’s disposed of. In 
the past, sale of an option resulted in a capital gain or loss, 
even though the underlying property was not a capital asset. 

In the case of an option to buy a capital asset, the holder— 
if he sells or fails to exercise his option—may have a long or 
short-term gain or loss. In the past, the holder of such an 
option always has realized a short-term loss where he failed 
to exercise his option. 

The grantor of an option will realize ordinary income if 
the option is not exercised—in the past, the result has been 
a short-term gain. 

® Bonds and other evidences of debt get some new capital- 
gains rules. 

Under the old law, the gain realized from a corporate or 
government bond not in registered form, and without coupons 
attached, was a capital gain where the bond was sold or ex- 
changed. The gain on retirement of such a bond, though, was 
ordinary ‘income. In the new law—for noncoupon, nonregis- 
tered bonds issued after Dec. 31, 1954—the gain on retire- 
ment is given capital-gains treatment. 

There’s a new rule, too, for the interest element in the re- 
turn from bonds originally issued at a discount. For issues aft- 
er Dec. 31, 1954, the recovery of the original-issue discount 
will be taxed as ordinary income. In the past, taxation of the 
gain on sale of registered or coupon bonds issued at a dis- 
count has been in doubt. 

“Artificial discount”—created by selling a bond with a 
number of its coupons detached—is to be taxed as ordinary 
income. 

® Termination payments made to an employe in return 
for the employe’s rights to a part of his employer's profits on 
retirement of the employe no longer get capital-gains treat- 
ment. This tighter rule applies only to payments under con- 
tracts entered into after enactment of the new code. 

_ © Sales of annuity contracts, as a result of the new life- 
expectancy method of taxing annuity income, also have a new 
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rule. After an annuitant has outlived his life expectancy, he 
might sell his contract. But if he already had gotten back more 
than the entire price tax-free, he would have to use a nega- 
tive figure as the cost of the contract and, so, run into a bigger 
taxable profit. The new code rules out this “negative basis.” 

®@ Exchange of insurance policies for endowment policies 
also comes under an easier rule, as concerns gain for tax pur- 
poses. And the same is true of an exchange of a life insur- 
ance policy for another life policy or an annuity, of an en- 
dowment policy for another endowment or an annuity, or 
an annuity for an annuity. Tax-free exchanges will be recog- 
nized in these transactions, except in the case of an exchange 
of endowment policies where the policy received has a later 
maturity than the policy given up. 

® Dealers and distributors whose suppliers cancel fran- 
chises are assured tax relief, too, under the new code. A 
recent court decision cast doubt on the tax treatment of 
payments made to a distributor on cancellation of a dis- 
tributorship. The code makes it clear the payments for 
cancellation of a distributorship get capital-gains treatment. 
And the same goes for payments to a lessee for cancellation 
of his lease. 

® Diseased livestock—sold, exchanged or destroyed be- 
cause of the disease—come under another new rule. Dis- 
position of such livestock is regarded as an involuntary con- 
version. So any gains resulting are not taxed if they are re- 
invested in livestock within one year, or longer if approved 
by the Internal Revenue Service. 

© Sales of land in order to conform to acreage limitations of 
federal reclamation laws gets similar treatment. Disposal of 
property in an irrigation project, under these conditions, is 
regarded as an involuntary conversion. 


STOCK OPTIONS: 
Some Rules Eased 


Only minor changes are made in the rules covering so- 
called restricted stock options, by which executives are en- 
abled to get capital-gains treatment on a part of their execu- 
tive compensation. 

One change that will be important to many employes 
protects the employe’s stock-option benefits in the shuffle of 
corporate reorganizations. 

Another provides a rule that qualifies so-called “variable 
price options” for the favorable tax treatment provided “re- 
stricted” stock options. 

A third tightens the rules a bit. Under it, options granted 
after June 22, 1954, may not be exercised over more than a 
10-year period. 

And a fourth provides that restricted-stock-option treat- 
ment is to be allowed where such an option is exercised after 
an employe’s death. 


ESTATES AND TRUSTS: 


How Income Is Taxed 


A largely new body of tax law is provided for thousands 
of estates, trusts and their beneficiaries. New rules, many de- 
vised to replace court-written law and regulation, will have 
to be studied by individuals planning to set up trusts, by peo- 
ple doing estate planning, by fiduciaries, beneficiaries, others. 
For most taxpayers doing the necessary study, the going will 
be pretty rough. 

Basic idea of past law, that trusts and estates are just 
“conduits” or passers-on of income to _beneficiaries—de- 
spite the fact that they are taxed as separate entities much 
like individuals—is kept in the new code. But many 


U. S. NEWS & WORLD REPORT, Aug. 6, 1954 








om et;d oso f 


— aq ] 


t- 
er 


ds 
le- 
ve 


rs. 
“ill 


ust 
le- 
ich 
ny 


954 








U.S.News & World Report 





new rules, concepts and definitions now are written into 
law. 

® Higher personal exemptions are provided for trusts. 
These are raised to $300, from $100 in the past. 

© “Simple trusts’ are carefully defined in order to avoid 
for most trusts the complicated body of law and regulations 
provided for more complex types. 

A trust—but not an estate—may qualify under the “simple 
trust” definition if all of its income is paid out to beneficiaries 
currently and it makes no charitable contributions. Occasional 
payments out of principal—instead of income—will disqualify 
the trust only in the year in which principal is distributed. 

Trusts that qualify for this classification are allowed to 
deduct payments to beneficiaries to the extent of the trusts’ 
distributable net income—so defined—and the beneficiaries 
are required to include these payments in their incomes for 
tax purposes only to the same extent. 

Also the new law expressly provides that the type of in- 
come which beneficiaries are considered to be receiving will 
be the same as the income received by the trust—capital 


gains to the trust, when passed on, will be capital gains to 
the beneficiary. 

These rules, generally, give “simple trusts” the same treat- 
ment now provided in law, but the new rules will avoid many 
complications for these trusts. 

© “Complex” trusts and estates—those not qualifying 
as “simple trusts’—have deductions on a somewhat different 
basis. This applies to discretionary trusts, trusts with chari- 
table beneficiaries, and trusts making current distributions 
but also’ making payments out of principal, and to some 
other trusts and estates. 

® Trusts created for short periods come under special 
new rules. 

For one, the grantor of a trust is taxable on its income 
if he may regain his interest in the property within 10 
years. 

However, where the income from such a short-term trust 
is committed irrevocably to certain charitable purposes, then 
the income of the trust is taxed to the grantor only if the 
term of the trust is for less than two years. 


TAXES ON GIFTS AND ESTATES: NEW WRINKLES 


GIFT TAXES: 
Greater Certainty 


Revisions in gift taxes are few in number, but important 
in effect. 

Changes are aimed primarily at clarifying present law, 
and removing some “inequities” in applying the gift tax. 

® Gifts to minors get a helpful new rule. Problem here is 
that “gifts of future interest”’—not immediately helpful or 
useful to the receiver, to put it simply—are not eligible for the 
tax exemption allowed on gifts up to $3,000 made by the 
taxpayer to any one individual in a year. 

Gifts to minors are not considered gifts of future interest 
if the income and property can be spent by or for the child 
prior to his attaining age 21, and if not so spent pass to him 
at 21. 

® Evaluation of gifts gets a significantly modified rule. 
Problem here relates not to the $3,000 exemption—or exclu- 
sion—allowed an individual on any and all gifts made to one 
person in a year, but to the $30,000 lifetime exemption addi- 
tionally allowed to gifts made by an individual. Under past 
law, where a taxpayer had made gifts valued at, say, $25,000, 
the Government might rule later that those gifts really were 
worth $30,000, or more. 

Under the new code, the valuation originally placed on a 
gift will not be changed where it has been reported on a 
taxable gift tax return for a year on which the statute of 
limitations has run. Result is more certainty in the gift tax 
field. 

® Homeowning couples get their gift tax status—as well 
as their estate tax status—clarified in the new code. New rules 
provide that the gift tax does not apply when a “tenancy 
by the entirety’—a common arrangement—is created in real 
property, unless the mate buying the property elects oth- 
erwise. Under the old law, creation of a tenancy by the en- 
tirety could result in a gift tax at the time the tenancy was 
created. 

Also significant is a provision that termination of a tenancy 
—other than by death of the husband or wife—will result in a 
gift tax if the proceeds of the property are not divided in the 
same proportion as the funds contributed for its purchase. 
That can occur, for example, in divorce. 

® Divorce settlements, in certain situations, get more 
liberal treatment. Under old law, property settlements that 
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were not incorporated in actual divorce decrees could be sub- 
ject to gift taxes. Under new rules, such settlements are not 
subject to the gift tax if they are followed by a divorce within 
two years of settlement. 


ESTATE TAXES: 
Important Changes 


Relatively few changes are made in the Government’s es- 
tate tax—but those are of great significance to many taxpayers. 

®@ Proceeds of life insurance, purchased by an individual 
planning his estate, get a new rule that will affect all estate 
planning. This new rule will go a long way toward allowing 
an individual to provide for the payment of the tax that will 
be levied on his estate. 

In past law, the proceeds of insurance on the life of the in- 
dividual usually had to be included in his estate—thus boost- 
ing his estate tax. This rule applied if proceeds of the policy 
were payable to the executor of the estate, or if the individual 
held any elements of ownership in the policy at his death, or 
if he directly or indirectly paid the premiums on the policy. 

Now this last test is eliminated. Payment of the premiums 
by the individual will not make the proceeds of the policy 
part of his estate, unless there is one chance in 20 that the 
property will revert to him. 

Thus, the individual, planning his estate, can buy a policy 
on his own life, transfer it to, say, his wife, make it payable 
to her, and the proceeds will be free of the estate tax—and, 
so, can be used to pay that estate tax. 

@ Previously taxed property—that is, property that has 
been passed on and subjected to the estate tax before—is put 
on a different basis. Instead of the deduction allowed in the 
past, a gradually diminishing tax credit is provided for prop- 
erty subjected to estate tax within the 10 years preceding 
the death of the current decedent. 

® Transfers before death—property transferred before an 
individual’s death, where the transfer does not take effect un- 
til his death—will not be included in his estate unless there 
was at least one chance in 20 that the property would have 
returned to him before death. 

®@ Married couples who acquire property after their mar- 
riage and own it jointly get some helpful clarifying changes 
in law. 

One important change applies to the case in which a couple 
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holds property jointly, as in a “tenancy by the entirety” or a 
“joint tenancy,” with power over property and the right to 
income from it passing entirely to the surviving mate on the 
death of one. Under the old law, the marital deduction was 
allowed for such property only if the property was placed in 
trust. With a variety of State laws, however, it has not been 
clear just when the circumstances of joint ownership qualified 
under the trust rules. : 

Now, the trust requirements are eliminated. If the surviving 
mate has a right to income over a specific part of the proper- 
ty, and control—power of appointment—over it, then that part 
will qualify for the marital deduction. 

Note that the rule applies to all kinds of property, including 
homes—status of which has been cloudy under the old law. 


@ Joint and survivor annuity—which provides continuing 
income to, say, the surviving mate—hereafter is included in 
an individual’s estate only to the extent that he contributed 
to the cost of the annuity. Under the old law, the total value 
usually was included. As one result of the change, amounts 
contributed to such an annuity by an employer for an em- 
ploye, under an approved trust, pension or retirement plan, 
will not be included in-the worker’s estate. 

@ Expenses—for funeral, administration, claims against 
the estate and the like—get a new rule that clarifies their 
deductibility. 

® Bequests to veterans’ groups, or for their use, are 
made deductible for estate tax purposes if the groups are 
organizations incorporated by Congress. 


FOR BUSINESSMEN: FEWER TAX WORRIES 


Businessmen, as individuals and ordinary taxpaying family 
men, of course, share in the more generous treatment now 
permitted under personal income taxes, gift taxes and estate 
taxes. More important, as businessmen, many will find taxes 
smaller, easier to live with. Tax changes for business and 
industry are at least as significant as those presented for 
individuals. 

Not all the changes, though, are caiculated to reduce the 
businessman’s tax bill. Many tax loopholes have been plugged. 
Compliance rules, while eased in many respects, are tightened 
in some. Even the relief now proffered will disappoint the 
many who hoped for more. 

Tax reliet for business, even so, is substantial, varied and 
of immense importance. 


DEPRECIATION: 
Faster Write-Off of Investments 


Businessmen get permission to take depreciation deductions 
on their properties at rates that bear far more resemblance 
to the speed with which properties suffer from wear and 
obsolescence. 

Congress didn’t go the whole way and let businessmen 
write off their new plant and equipment as they please—a 
privilege given to businessmen in the pre-New Deal days. But 
new rules permit faster depreciation in the early life of facili- 
ties, the period in which these facilities lose value most rapid- 
ly. Result is to be less risk on investments in new stores, 
warehouses, factories, machinery, and faster-growing depre- 
ciation reserves for investment in new facilities. 

New methods of depreciation—for businessmen and 
farmers—will apply to new assets acquired or put into use by 
the taxpayer after Dec. 31, 1953. They do not apply to 
secondhand properties, no matter when acquired. 

In the case of construction, the new methods will be 
allowed only on construction started after Dec. 31, 1953— 
except that, in the case of projects started before Jan. 1, 1954, 
the new methods will be allowed on the portion built in 1954 
and later years. 

Specifically, businessmen will be allowed to depreciate by 
any of these methods: 

@ The old straight-line method, which spreads deduc- 
tions uniformly over the “useful life” of a facility—useful- 
life estimates being regulated by the Internal Revenue 
Service. 

@ A new “declining balance” method that permits the 
businessman to get back in tax-free income about two 
thirds of the cost of a facility in one half of the facility’s 
useful life. 

@ A new “sum of the years’ digits” method that gives 
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deductions roughly like those under the declining- 

balance method. 

@ Any other method that does not permit more rapid 
depreciation than these other new methods during the 
first two thirds of the useful life of the facility. 

Under the straight-line method, for example, a business- 
man who has bought a machine that has a useful life of 10 
years would get to deduct 10 per cent of the purchase price 
each year. On a $20,000 machine, he would claim a $2,000 
deduction in the first year and in each succeeding year until 
his deductions totaled the price of the machine—that is, for 
10 years. After that, he would get no more deductions on that 
piece of property. Depreciation deductions never can return 
more to the businessman in deductions than he paid for the 
property—only the timing ordinarily is significant. 

Under the declining-balance method, the businessman will 
use a rate twice as high as the straight-line rate, but he will 
apply it only to the undepreciated balance of the price—the 
unrecovered cost. In the example—a machine with a 10-year 
life—the rate would be 20 per cent. For a $20,000 machine, 
the investing businessman would take a first-year deduction of 
$4,000—20 per cent of $20,000. In the second year, he would 
take 20 per cent of the remaining $16,000—or $3,200— in the 
third year 20 per cent of the $12,800, or $2,560, and so on. 

In about five years—half the life of the facility—the busi- 
nessman will get back in tax-free income two thirds of the 
cost of his investment, instead of the half he could recover 
in that period under the straight-line method. 

Note, though, that in the declining-balance method the 
percentage rate is applied to a declining figure—the unrecov- 
ered balance. On that basis—taking a fraction of what’s left 
each year—businessmen never would get back all of their 
investment, at least not till they disposed of the facility and 
wrote it off. 

To correct that major objection to this method, Congress 
has decided that businessmen and farmers will be allowed to 
switch over from the declining-balance method to the straight- 
line method at any time. So investing businessmen can be 
counted on to take their big early deductions for deprecia- 
tion, and then shift over in later years to the straight-line 
method. Depreciation, thus, will be fast when it counts, and 
complete in the end. 

The second new method approved—the “sum of the years’ 
digits” method—is a bit more complicated to understand, 
but no more difficult to apply. By this formula, the rate is a 
fraction in which the denominator is determined by the use- 
ful life of the facility. Specifically, the denominator is the 
sum of all numbers from one up to the life figure. For a five- 
year property, that’s 1 plus 2 plus 3 plus 4 plus 5, or 15. 

The numerator of the fraction starts at the useful-life figure 
and declines year by year. On the five-year property, then, 
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the rate is 5/15 the first year, 4/15 the second year and so 
on. That rate is applied each year to the total price of the 
facility. 

Note that this method, too, gives the big deductions early 
in the life of a property. ; 

To see how this method compares with the two others, 
apply it to the 10-year facility costing $20,000. Sum of the 
digits in 10 is 55—the first-year rate thus, is 10/55, the second 
9/55. First-year deduction will be about $3,636—against 
$2,000 by the straight-line method and $4,000 by the declin- 
ing-balance method. Second-year deduction will be $3,273— 
against $2,000 by the straight-line method and $3,200 by 
the declining-balance method. 

Value of these relief measures to businessmen is of two 
sorts. First, the industrialist who is considering new machin- 
ery to modernize his operations, improve his efficiency, will 
be assured of a chance to get back in tax-free income a rela- 
tively large part of his investment in a shorter period. If times 
look good for at least a while, the deal looks good. He can get 
his money out while business is good. He'll be encouraged to 
go ahead. 

Second, the result will be more after-tax income for de- 
preciation reserves to be reinvested in further expansion or 
modernization. Bigger deductions mean more cash, poten- 
tially, more funds for more investment in the capital equip- 
ment that spells more efficient operations, more output and 
more jobs. 

Businessmen—and farmers--should note, however, that the 
more liberal depreciation methods are not available in writ- 
ing off assets with a service life of less than three years. 


SPENDING FOR RESEARCH: 
Deductions Are Eased 


Small businessmen particularly will benefit from easier 
rules on deduction of expenditures on research, experimental 
and development work. Taxpayers now get the option to 
deduct such expenses currently—in the year the money is 
spent—or to capitalize the expenditures and amortize them 
over a period of five years or longer. This is a return to 
something like the policy before 1925. 

Problem in the past has been related to the fact that only 
ordinary and necessary running expenses can be deduct- 
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ed currently, A big company, with a long-established and 
continuing research program, could consider such ex- 
penses as routine and thus deduct them currently. A new 
taxpayer, or a small firm launching research for a new 
product, has seldom been permitted to class such outlavs 
as expense. 

Result, of course, was that the outlays had to be capitalized, 
with deductions spread out over the life of the property or 
product developed in the research. Often, though, no products 
are developed, projects are abandoned and losses sustained. 
Those losses have been difficult to establish. And even where 
new or improved products were developed, the taxpayer often 
had no means to determine their “useful life,” or to amortize 
the development costs. 

In the future, the businessman will be permitted to deduct 
research outlays each year as they are incurred. 

Or, if he decides to capitalize those outlays, he can deduct 
them over the life of the asset developed—provided it has a 
definite life. 

If the asset has no definite life, then costs can be amortized 
over a period of not less than five years. 

Note that the new treatment is not available for the cost 
of tue land or any depreciable property use in connection 
with research and experiments. 


RETAINED EARNINGS: 
Relief From Penalties 


The controversial penalty tax on corporations that retain 
and accumulate earnings beyond their “reasonable” needs— 
instead of paying them out as dividends—is kept on the 
books, but significantly eased. Thousands of family-owned 
and other closely held corporations will cheer this change in 
what has been known as Section 102. 

Problem here has been related to the fact these closely 
held corporations—usually rather small ones—have no easy 
way to raise expansion funds by selling stock. Growth must 
come from retained profits, plowed back into new ventures. 
Yet firms accumulating large sums might be charged by the 
tax collector with retaining profits in order to avoid the 
personal income taxes that would be levied on profits passed 
out as dividends to the owning group. Result could be a stiff 
penalty, levied against all retained profits. 

This penalty, in practice, has rarely been assessed. But 
businessmen have contended for 20 years that the threat of 
these penalties has forced them to pay out in dividends funds 
they really needed to keep in the company to finance future 
expansion projects. Tax accountants, reviewing the records 
of these companies, back them up in that contention. 

Now this problem is all but dissolved. 

Most importantly, the new code places squarely on the 
Commissioner of Internal Revenue the burden of proving 
that funds have been accumulated beyond a firm’s reason- 
able needs. Assumption ordinarily will be one of innocence 
of any intent to avoid taxes. In the past, the company—not 
the tax collector—has had the burden of proof. It’s important 
to note that, in earlier periods, when the burden of proof 
also was on Government, the Treasury found it almost im- 
possible to impose the penalty and make it stick in court. 

In addition, a specific accumulated-earnings credit is pro- 
vided in law. Any corporation can accumulate up to $60,000 
without questions being asked. No specific figure was pro- 
vided in past law. 

If these dilutions of the accumulated-earnings penalty are 
not enough to save any corporation, there are others in the 
new code. 

Where the old law made “reasonable needs” of funds the 
yardstick—with no definition of such needs—the new law 
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makes “reasonably anticipated” business requirements the 
criterion. Specific plans for the use of accumulations, of 
course, will be desirable—a build-up of funds for some vague 
and untimed plan still could encounter trouble. But the busi- 
nessman will have no further need to prove that he has an 
“immediate” requirement for those funds. 

Finally, corporations will be allowed to deduct any foreign- 
tax credit and any dividends paid out within 2% months 
after the end of a tax year, in complying with the accumulat- 
ed-earnings test. 

These changes make it clear that, in the future, the in- 
fluence of any threat of an accumulated-earnings penalty 
will become as rare as the actual assessment of the penalty 
has been in the past. 


OFFSETTING LOSSES: 
A Longer Carry-Back 


More liberal rules for a loss carry-back are to be of pro- 
found significance to business if times turn bad. These are 
the provisions that permit businesses, in effect, to apply 
income taxes to their income in a period of years—good and 
bad—instead of paying a big tax on a profitable year and 
then taking a flat loss in a subsequent year. “Averaging” of 
income for tax purposes is the practical effect. 

In the past, a businessman has been permitted to offset the 
operating losses in one bad year against the taxable profits of 
the preceding year and, thus, get a helpful refund of his taxes 
on the profitable year. Also, he has been—and still is—allowed 
to offset current losses against the profits in the five future 
years. 

Under new rules, though, the businessman will be allowed 
to carry a loss back against profits of the two preceding years 
—instead of one. That makes a total of eight years over which 
to average income for tax purposes. 

An example will show how the liberalized loss carry-back 
will help. 

Take a businessman who made $1,000,000 in profits in 
1952 and $500,000 in 1953, then suffers a $1,500,000 
operating loss this year. Under the old law, he could carry 
back the 1954 loss against the $500,000 of profits earned in 
1953, and get a refund of his tax paid for 1953. The remain- 
ing loss of $1,000,000 could not be used as a carry-back, but 
could be carried forward against future profits until the loss 
was “used up”—though not further ahead than 1959. If the 
businessman did not have enough profits in the 1955-59 
period to use up that loss carry-forward, he would not get to 
use it. And, even with profits, he would have to wait for any 
correction. 

Now, under new rules, this businessman would get to 
carry back his 1954 loss against the profits of 1952, as well as 
1953. Result: An early refund of 1952 and 1953 taxes, which 
might be of critical importance to the company. 


THE BAD NEWS: 
For Some, Stiffer Tax Rules 


By no means all of the new tax rules are written as busi- 
nessmen would write them. Some concessions are made to 
the tax collector and the federal budget. Also, a good many 
loopholes are closed, with an effectiveness that in many cases 
will be tested only by litigation in the courts. 

® A higher tax rate than some businessmen anticipated 
will be levied on corporations in the year ending April 1, 
1955. 

As a result of the old rules, the “normal” tax—on the first 
$25,000 of a corporation’s taxable income—dropped from 30 
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to 25 per cent on April 1, 1954. Since the rate on income over 
$25,000 is an additional 22 per cent, the top rate went down 
from 52 to 47 per cent. Now, at the Administration’s urging, 
Congress has wiped out that tax cut—actually, postponed it 
until April 1, 1955. 

New law means that corporations, until next April 1, will 
be subject to a 30 per cent rate on their first $25,000 of in- 
come and a 52 per cent rate on income above that level. On 
that date, the top rate drops to 47 per cent—unless Congress 
upsets the schedule again. 

® Speed-up in tax payments for corporations is another 
important change. 

Until a few years ago, corporations were given a full year 
after the end of the tax year to pay their income taxes. As 
an example, they paid the tax on their 1946 income in four 
equal quarterly installments during 1947. 

More recently, corporations—under the so-called Mills plan 
—have been subjected to a speed-up, forcing them to pay 
more and more of each year’s taxes in the first half of the 
following year. Next year, as a result, corporations will pay 
half of their 1954 tax in March and the other half in June. 

Under new rules the speed-up is extended, though only for 
bigger corporations. Starting late in 1955, corporations that 
expect to have a tax liability of more than $100,000 in a 
year will start paying a part—a growing part—of their taxes 
during the year in which income is earned. 

In other words, these bigger corporations—just like indi- 
vicuals—will be required to make estimates of their . year’s 
tax and start paying it in advance. 

In 1955, affected firms will check their position after mid- 
year and estimate their tax liability for the year. Then, in 
mid-September, they will pay 5 per cent of the amount by 
which their estimated tax exceeds $100,000. They will pay 
another 5 per cent in mid-December. In the following year, 
1956, they will pay the rest of their tax liability in equal 
payments on March 15 and June 15—including the $100,000 
of liability exempted from advance payment. 

On 1956 earnings, those September and December install- 
ments will go to 10 per cent each, with the following March 
and June installments reduced accordingly. 

By 1959, as a result of this extended speed-up, these big 
corporations will be paying about a fourth of each year’s 
taxes in September of that year, and other fourths in Decem- 
ber, March and June. 

Since September and December tax payments will be based 
on advance estimates of income, March and June payments 
will be adjusted to reflect inaccuracies of those early estimates. 

Just incidentally, the businessman who cares to do the 
required arithmetic will find that in each of the years 1955-59 
affected corporations will be required to pay 10 per cent more 
than a full year’s liability. And those added taxes will not 
be recovered later. 

More permanently, it means that affected firms will have 
to finance increasing portions of their current-year taxes in 
the second half of the year, rather than in the first half of the 
following year. Funds set aside to cover what have been 
“future” liabilities will be less available for use as working 
capital, or for investment at a profit. 

Affected will be 20,000 corporations, out of a total of about 
425,000. But these 20,000 account for about 85 per cent of 
all corporate tax payments. 


MERGERS: 


Loophole In Tax Law Is Closed 


A new plug is stuck into the loophole often provided by 
corporate mergers. Under the old law, it was relatively easy 
for a profitable firm to acquire control of a corporation that 
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was losing money, and—by offsetting gains of one against 
losses and loss carry-overs of the other—duck some income 
taxes. 

What the old law said about the practice was that the firm 
could be denied any tax benefit from the merger if the prin- 
cipal purpose of the acquisition was avoidance of income 
taxes. Problem had been how to prove that the principal 
purpose was avoidance if there also were legitimate business 
reasons to be cited. 

Under new law, there is presumption of intent to avoid 
taxes whenever the amount paid for the property is sub- 
stantially out of proportion with the value of the property 
acquired. That shifts the burden of proof from the tax 
collector to the taxpayer. 

Specifically, the law now provides that disproportionate 
benefits in such transactions will be prima facie evidence 
that the principal purpose is tax avoidance. The taxpayer 
will be able to overcome the presumption only by a clear 
preponderance of evidence. 


FOREIGN INCOME: 
A Bit of Tax Relief 


Earlier proposals to give broad relief to corporations earn- 
ing income abroad—including a 14 per cent tax cut on such 
income—failed to get congressional approval, despite strong 
White House backing. So, also, did a plan to defer the tax 
on profits of foreign branches until such profits are returned 
to the U.S. 

Some relief from taxes on foreign income, though, is offered 
in the new code: 7 

® Credit for foreign taxes—that is, those paid to other 
countries—is liberalized. This is a credit against U. S. income 
taxes. In the future, no over-all limitation will apply to the 
total of a company’s credits. The limitation that applies to 
credits for taxes paid to any one country still will apply. 

® Businessmen operating abroad are given further tax 
relief. Under the old law, an individual in business abroad 
could claim a tax exemption for 20 per cent of the earnings 
of his business abroad—provided the business was one in 
which capital and personal services were material income- 
producing factors. 

Hereafter, a businessman in this situation can claim a 
maximum exemption for 30 per cent of earnings abroad. 

Trade corporations in the Western Hemisphere get an 
easing of the rules by which, all along, they have enjoyed 
a 14 per cent tax reduction. Under the law, such corporations 
are required to do all their business in the Western Hemi- 
sphere—to get the rate reduction. 

In the past, though, a firm could be disqualified from this 
relief if it made incidental purchases outside the Western 
Hemisphere. 

In the future, such incidental purchases will not disqualify 
a company for the rate reduction allowed Western Hemi- 
sphere corporations. 

China Trade Act corporations get new rules that take 
account of conditions now prevailing in China, Formosa and 
Hong Kong. 


REORGANIZATIONS: 
New Rules for Corporations 


Important changes in the law will affect corporate distri- 
butions and reorganizations. Generally speaking, these re- 
visions are designed to see to it that no tax is assessed where 
there is simply a rearrangement of a corporate structure and 
no gain actually is realized. In addition, changes are made 
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to close loopholes in the old law where that law failed to tax, 
or taxed at capital-gain rates, transactions that were in fact 
dividend distributions. ‘ 

“Preferred-stock bail-out,” for example, will not work in 
the future. Under this popular device, as it worked under 
the old law, a company issued preferred stock to its stock- 
holders as a tax-free dividend. The stock then was sold by 
the stockholder to a third party and redeemed from him by 
the company. The stockholder paid only a capital-gain tax, 
though in the process he had, in effect, received a dividend. 

Now, the code provides a whole set of new rules that plug 
this loophole and affect redemptions in a variety of situations. 

Rules covering redemption of stock to pay death taxes 
are eased. 

Under another new provision, sale of stock of one wholly 
owned corporation to another may be a redemption equiva- 
lent to a dividend. 

Distributions of stock and stock rights—generally, and 
with some exceptions—are made more clearly nontaxable. 

Stock-for-stock trades in a reorganization—the exchange 
of common stock for common, or preferred for preferred, in 
the same corporation—are recognized as nontaxable exchanges, 
provided the securities received are for the same face amount 
as those surrendered. 


BUSINESS DEDUCTIONS: 
Easier for Some 


Many other business deductions get easier rules under the 
new code. 

® Depletion allowances are generously increased—at 
least partly on the ground that defense needs require de- 
velopment of the nation’s resources. These deductions are 
various percentages of gross income—but never more than 
half of the company’s net income from the property involved. 

® Oil and gas wells keep their top rate—27.5 per cent. 

® Sulphur, the only one at 23 per cent in the past, is 
joined by a long list of other minerals for future 23 per cent 
deductions. 

® Among other minerals listed for this more liberal treat- 
ment are uranium, tnorium—both important atomic-energy 
minerals—lithium, which is important in nuclear-fusion op- 
erations, and many newer metals just finding uses in in- 
dustry. 

® Mine residue and waste—actually, the ores or minerals 
extracted from these—get depletion allowances for the first 
time. That’s been denied by regulation in the past. 

Coverage of depletion allowances, moreover, is broadened 
a bit in another respect. In the past, the deduction rates 
have been applied to gross income not only from extraction 
of minerals from the ground but also to income from certain 
ordinary treatment processes and specified transportation. 
The new code adds to the eligible group certain treat- 
ment processes in the case of talc, magnesite, coal and 
phosphate rock. Potential effect is to increase allowances in 
such cases. A new definition of “property” also is written into 
law now. 

® Natural resources exploited by industry come in for 
other liberalizations of the tax law. 

Exploration expenditures, as they give rise to deductions, 
are one. In the past, a taxpayer could deduct in the current 
year—with certain limiting rules—the cost of mine -explora- 
tion up to as much as $75,000. Or, as an alternative, he 
could decide to defer any part of these expenditures to be 
deducted when the mineral is sold. Under new rules, the 
annual limitation on this will be $100,000. 

®@ Sale of coal gets an easier tax rule for the person or 
company that receives coal royalties. Under old law a tax- 
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payer could treat his coal royalties as capital gains. Under 
new rules, certain expenses are added to the basis—or cost— 
of the property. This serves to reduce the taxable capital gain 
or increase the capital loss resulting from the sale. In past 
law, these particular expenses have been deductible only from 
ordinary income as a business expense—so that if the tax- 
payer had no income except capital gains he could not bene- 
fit from the deductions. 

® Sale of timber also gets some new rules. One change 
extends capital-gains treatment to the sale of Christmas trees; 
another allows a sublessor to be treated as an owner; a third 
fixes the disposal date as the date of cutting or payment, 
whichever is earlier. 

® Repayments of income get more favorable treatment. 
In past law, a taxpayer who received income and paid taxes 
on it, only to be required to pay the income back in a later 
year, could take a deduction for the repayment in. the later 





TIMETABLE OF TAX CHANGES 


On 1954 income— 


® Tax credit on retirement income 
Income splitting for more people 
New definition of dependent 
Exemption for sick-leave pay 
Change in taxes on annuities 
Longer carry-back of losses 
Taxation of unincorporated firms 
as corporations 


On 1954 expenses— 


® Bigger medical deductions 

® Deductions for child-care expense 
® Higher limit on contributions 

® Bigger soil-conservation deductions 
® Relief for installment buyers 


On dividends received any time in 1954— 
® First $50 tax-free 


On dividends received after July 31, 1954— 
© 4 per cent tax credit 


On property bought or built in i1954— 
® Easier rules on depreciation 


On deaths occurring hereafter— 
® Changes in estate taxes 


On gifts made in 1955— 
® Easier gift-tax rules 











year. That, however, did not always compensate him for the 
full amount of the tax paid earlier on the amount. 

Under new rules, the taxpayer is able either to deduct the 
repayment, or to go back and refigure his tax for the earlier 
year. Rule applies only to repayments of more than $3,000. 
The taxpayer still can deduct currently any repayments up 
to that $3,000. 

© Bad debts also get a new rule. Under the law, bad debts 
that are not related to the taxpayer's trade or business are 
classed as nonbusiness bad debts and treated as short-term 
capital losses, and not as fully deductible business bad 
debts. In past law, this applied to a debt that was a business 
debt when it was created but a nonbusiness debt when it 
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went sour—perhaps it went bad after the taxpayer got out of 
business. 

A new rule permits the taxpayer a business-bad-debt de- 
duction for a worthless obligation if it was a business asset 
at the time it was created or acquired—even though the tax- 
payer may no longer be a businessman when the debt goes 
bad. 

Also, the new law treats as a business bad debt a loss sus- 
tained by a guarantor, indemnitor or endorser of a noncor- 
porate debt where the loan is for the trade or business of the 
borrower. 

® Losses from theft or embezzlement will be taken in the 
year in which they are discovered, and only in that year. 

® Organizational expenses in forming a new corpora- 
tion—that is, outlays before actual incorporation—will be 
capitalized and written off over a period not less than 60 
months. In past law, such organization expenses ordinarily 
could be deducted only when the corporation was liquidated. 
The new treatment will be limited to expenses incurred or 
paid on or after the date of the enactment of the new code. 

® Charitable contributions of corporations, where they 
exceed the existing 5 per cent limit, can be taken as deduc- 
tions later under new rules now provided. Excess can be 
carried over to two succeeding years—subject still to the 
annual limitation. 


BUSINESS INCOME: 
What Is Tax-Free 


Some additional items of “income” are to be classed as 
“not income,” or at least nontaxable, but some of the new 
rules work the other way. 

® Discharge of indebtedness is an example. In the old 
law, the question of whether a taxpayer had received income 
when some of his debts were canceled generally was an- 
swered by court-determined rules. The new code provides 
some statutory rules for this. 

A new rule affects this situation: Under the old law, 
corporations could exclude income arising from the discharge 
of indebtedness “evidenced by securities’—provided they 
agreed to a corresponding reduction in the basis, or cost, of 
the property involved. The new rule eliminates the require- 
ment that such debt be evidenced by securities. Also, it ex- 
tends the privilege to individuals in connection with their 
property used in a trade or business. 

® Railroads get a break in this same area—discharge of 
debt. In the past, they have been allowed to exclude income 
resulting from cancellation of debt in a bankruptcy or re- 
ceivership proceeding, even without making a reduction in 
the basis of the property involved, provided the cancellation 
occurred in taxable years starting before Jan. 1, 1955. That 
privilege is now extended for another year. 

®@ Leasing operations—where the renter pays for the 
lessor the income taxes on the rent—get an easier rule, too. 

It has been ruled that a lessor—call him a landlord—de- 
rives taxable income from the income tax paid on his behalf 
by the tenant—a rather common arrangement in business 
leases. Where a renter who had agreed to pay the income tax 
on his rent met such a court ruling, ‘+> result was rough on 
him. The tax he paid was added incu: to the landlord. That 
meant more income tax that the renter must pay by terms 
of the contract. 

In the future, the tenant will pay a single-stage income 
tax on the rental payments he makes to the landlord. That 
tax will not be income to the landlord—as it has been in the 
past—and will not be deductible by the tenant. This will apply 
only to leases entered into before Jan. 1, 1954, where both 
parties are corporations. 
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® Dividends received by corporations come under a 
modified rule. Under the law, 85 per cent of the dividends 
received by one corporation from another are excluded from 
taxable income of the receiving corporation—that means 15 
per cent are taxed. But there are exceptions. In the future, 
the exceptions—or denials of the 85 per cent credit—apply in 
the case of dividends received from so-called exempt organi- 
zations and from exempt farm co-operatives. 


TAX ACCOUNTING: 
Fewer Headaches 


Long-sought changes now are made in tax law as it ap- 
plies to many practices that have been accepted by business- 
men and accountants but not—heretofore—by the tax collec- 
tor. Internal Revenue Service, until now, has been forced to 
rule out a number of widely accepted business practices. 
Now, far fewer businessmen will have to keep two sets of 
books—one to comply with ordinary accounting practice, an- 
other to comply with the demands of the tax collector. The 
computation of income, for tax purposes, is made to conform 
with practices accepted in business. 

@ Advance income of accrual-basis taxpayers—as most 
businesses are—can, in the future, be reported and taxed 
as it is earned, rather than as it is received. Under past law, 
an advance payment to, say, a building contractor, might be 
compensation for work to be performed over two or three 
years. But it ordinarily would have to be reported by the 
contractor and taxed in the year received. Now, the busi- 
nessman can pay taxes on such income as he incurs expenses 
against it. 

Specifically, the businessman will be permitted to spread 
prepaid income over a period as long as six years—the year 
of receipt plus five future years. 

@ Estimated expenses and losses, moreover, may be de- 
ducted in the year the expenses are incurred, simply by mak- 
ing charges to a reserve for estimated expenses in advance of 
final determination of all the pertinent facts. Old law re- 
quired that deductions could be taken only after all events 
fixing the facts had occurred—with the result that income 
may be taxed in one year, while expenses incurred in pro- 
ducing that income fall in another year. 

® Installment method of reporting income, in the case of 
sales of real property or casual sales of personal property, is 
made more easily available. In the past, this method could 
not be used unless a partial payment on the sale was made 
in the year of sale. Requirement of that partial payment in 
the year of sale now is eliminated. 

® Shifts to installment method of reporting income, from 
the accrual basis, have been subjected to double taxing on a 
part of income. New rules eliminate this. 

® Odd fiscal years—based on 52 or 53 weeks instead 
of a calendar year—will be approved by the tax collector, 
if these are the accounting periods preferred by the taxpayer. 


OTHER TAX RELIEF: 
Many Aids for Business 


In scores of other ways, businessmen are to find the new 
tax code easier to live with, though, again, some popular 
practices will find the Internal Revenue Commissioner better 
armed for resistance. 

® Regulated public utilities get a special break in this 
new code. They get, first; the privilege of filing con- 
solidated returns without paying the usual 2 per cent penalty 
for the privilege. A consolidated return is used by affiliated 
companies to report their taxes as a single corporation. 
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In addition, the rule on filing consolidated returns is eased 
for other companies as well as for regulated utilities. Under 
the old law, one corporation had to own at least 95 per cent 
of the outstanding stock of the other. This affiliation test now 
is eased—only 80 per cent of the stock must be owned by the 
parent in order to file on a consolidated basis. 

Also, the new code provides some specific rules for allo- 
cating earnings and profits among members of an affiliated 
group for purposes of sharing tax liability. And new rules make 
it clear that any automatic expiration in the tax law provides 
a new opportunity for affiliated groups to decide for or 
against consolidated filing. 

@ LIFO firms—companies using a last-in-first-out basis of 
inventory accounting—are to have an extension of a tax ad- 
vantage. Under past law, they were allowed a retroactive 
adjustment to income of an earlier year in which LIFO inven- 
tory was involuntarily liquidated. But liquidation had to have 
occurred in taxable years ending after June 30, 1950, and 
before Jan. 1, 1954—and be replaced in a later taxable year 
ending before Jan. 1, 1956 

Now, Congress has decided to extend this relief period. 
Involuntary liquidations may occur in a taxable year ending 
before Jan. 1, 1955. 

® Surtax exemption—$25,000—still will be denied to 
corporations that have property transferred to them from par- 
ent firms, when the purpose is to get an additional exemp- 
tion or an excess-profits tax credit. The old law did not apply 
to tax years beginning after Dec. 31, 1953. 

@ Life insurance companies, according to the new code, 
will continue to be taxed in 1954 under the temporary for- 
mula to which they have been subiect in the three preceding 
years. Congress has yet to find a permanent formula. 

® Regulated investment companies, in the future, will 
qualify more easily for their special tax treatment. Under 
past law, they were recognized as passers-on of income and 
taxed only on the income they failed to pass on to their own 
shareholders, provided they met certain qualifying tests. 
Now, investment companies specializing in furnishing capital 
to new and speculative development companies get a special 
easing of the requirements. ; 

At the same time, shareholders of regulated investment 
companivs will get the benefits of foreign tax credits made 
available to the investment companies—provided more than 
half of a company’s investments are in foreign securities. 
Result is to encourage formation of investment companies 
to specialize in foreign securities. 

Also, the 85 per cent credit that corporations get on divi- 
dends received from other corporations is limited, in the 
case of investment companies, if interest and other non- 
dividend income account for more than 25 per cent of the in- 
vestment company’s income. A similar restriction is applied 
in the case of the individual dividend credit. 


PARTNERS AND PROPRIETORS: 
Tax Rules Overhauled 


Some businessmen get a wider choice as to how they prefer 
to be taxed—that is, as proprietorships, corporations or 
partnerships. 

® A partnership or proprietorship may elect to be 
taxed as a corporation, provided all these conditions are 
satisfied: 

The partnership has no more than 50 individual 
partners. 

No proprietor or partner has more than a 10 per cent 
interest in any other unincorporated business electing 
to be taxed as a corporation. 

The business is one in which capital is a material in- 


101 








Full Report: HOW NEW TAX LAW AFFECTS YOU 





come-producing factor, or 50 per cent or more of its 

gross income is derived from trading as a principal. 

Once electing to be taxed as a corporation, a partnership 
or proprietorship will not be permitted to change its deci- 
sion unless there occurs a change of 20 per cent or more in 
ownership. 

Note, also, that partners or proprietors of businesses mak- 
ing the election to be taxed as corporations will not be al- 
lowed to participate in a qualified employes’ pension or 
profit-sharing plan. 

Partners and partnerships come in for other changes. They 
get a comprehensive set of tax rules for the first time. In the 
past, their status has been vague and uncertain, left largely 
to regulation and court-written rules. 

Now, it is clearly specified that partnerships are only in- 
come-reporting, and not income-paying, entities. Income of 
the partnership is taxable to the partners according to their 
proportionate shares. 

Depreciation, gain or loss on property contributed by a 
partner will be shared by all partners according to their 
shares in the partnership income. 

An alternative rule will permit separate computations by 
each partner in a situation of this kind. 

Partners and partnerships will be allowed to change or 
adopt any fiscal year they choose, so long as the principal 
partners—those owning interests of 5 per cent or more— 
and the partnership itself change to or adopt the same year. 
Exceptions will be permitted for valid business reasons. 

In sales of property between a partnership and one of the 
partners, the transactions will be treated as if the partner 
were an outsider, with certain safeguards when the partner 
concerned is a controlling partner—the transactions, in that 
case, will come under the old rules that apply to shareholders 
of controlled corporations. 

Guaranteed salary or interest payments to a partner by a 
partnership, where independent of partnership income, are 
deductible to the partnership and income to the partner. 

Distributions to partners get a new set of rules less com- 
plex than past law. In general, new rules permit a tax-free 
transfer of property out of a partnership. 

Other new rules cover a variety of transactions, situations 
and practices of partners and partnerships—including pay- 
ments to a retiring partner, or to a deceased partner's suc- 
cessor, for the capital assets of the partner; sales of an in- 
terest in inventory, and the like. 


PERSONAL HOLDING COMPANIES: 
Easier Treatment 


The special tax of 75 to 85 per cent on undistributed in- 
come of personal holding companies is retained, but the defi- 
nitions and yardsticks that apply are relaxed somewhat. In 
general, a personal holding company is a small group of 
individuals or families incorporated for investing and draw- 
ing income on investments. 

In the past, a company has been subjected to the personal- 
holding-company levy if it had these two characteristics: 
At least half of the company stock was owned by five or 
fewer individuals or families, and at least 80 per cent of the 
company’s gross income was from dividends, interest or other 
investment income—70 per cent in any year following a year 
in which the 80 per cent test was met, 

Now, this 70 per cent part of the test will not apply. To be 
hit by the special tax, 80 per cent of the firm’s gross income 
will have to be from investments in every year. 

®@ Rental income from stockholders of the company, in 
some’ instances; will not be subject to the special high tax 
rates applying to personal-holding-company income. This 
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relief will apply if no more than 10 per cent of the remainder 
of the company’s income is of a kind subject to that special 
tax. For this 10 per cent test, rental income from others than 
shareholders is to be disregarded. 

® Capital-gains tax, on the other hand, will no longer be 
allowed as a deduction in figuring income subject to the 
personal-holding-company tax—though deductions of capital 
gains themselves still will be allowed. 


LIQUOR AND TOBACCO: 
Important Tax Changes 


Distillers, brewers and tobacco manufacturers should have 
an easier time in complying with tax rules in the future. 

®@ New system of returns is to be started sometime after 
Jan. 1, 1955, for payment of both alcoholic-beverage and 
tobacco taxes. Those taxes, in the past, have been paid by the 
purchase of stamps at the time the products were taken 
from the factory or warehouse. Producers, as a result, have 
had to carry the cost of the tax payments between the time 
the stamps were bought and the time the producers received 
payment for the product from wholesalers and others. 

What system of returns is set up will depend on the Treas- 
ury. Plan is to require weekly returns at least for a time. 

@ Stamps on packages and bottles, though, still will be re- 
quired as evidence the tax has been paid. Specifically, the 
new code says that strip stamps will be required in the case 
of distilled spirits, and will be in the case of beer and tobacco 
if the Secretary of the Treasury so decides by regulation. 

® Penalty provisions, too, are changed. Past law has set 
both maximum fines and sentences and mandatory mini- 
mum fines and sentences. There will be no mandatory 
minimums in the future. That leaves a possibility of smaller 
penalties. 

Those are the general changes applying to both tobacco 
and alcoholic beverages. Others are tailored to the products. 

® For distilled spirits, voluntary destruction of products 
before withdrawal from bond will be permitted without pay- 
ment of the tax. In the past, that has been allowed only 
where spirits were unfit for beverage purposes. 

@ Distillers, with approval by the Secretary, will be permit- 
ted to conduct other businesses on the distillery premises- 
except certain specifically prohibited activities. And, in the 
future, registration will be required only of stills intended 
for use in distillation or recovery of distilled spirits. 

© For breweries, bottling of soft drinks will be permitted. 

Credits or refunds will be available, in the future, for tax 
paid on beer that is returned to the brewery for recondition- 
ing or for use as material, or destroyed under supervision, 
or lost by uninsured casualty except theft. 

® For wines, bonded wine cellars may in the future be 
used for other businesses—such as making fruit juices and 
jellies—if the other businesses will not jeopardize the wine 
revenue. 

Provision also is made for voluntary destruction of wine 
while in bond without payment of the tax. 

@ Farmers who sell hard cider usually will be exempt from 
the tax. 


ADMISSIONS TAXES: 
A Few Are Dropped 


® Amateur baseball and semiprofessional games are ex: 
empted from the admissio: : tax if the game is not conducted 
for profit, neither team is regularly engaged in playing base- 
ball for its own profit, and no profits from the game benefit 
any private stockholder or individual. 
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® Rodeos, historical pageants are exempt in the future 
if the proceeds are used exclusively for the improvement, 
maintenance and operation of such a rodeo or pageant, and 
if no part of the net earnings benefits any private stock- 
holder or individual. 

@ College athletic events are exempted from the admis- 
sions tax if all the proceeds go to the benefit of hospitals 
for crippled children. The old law allowed this exemption 
only in the case of games played by teams from elementary 
and secondary schools, 


TAX-EXEMPT GROUPS: 
Changes for Some 


New rules are laid down for some tax-exempt organiza- 
tions. 

@ Employes’ trusts set up in pension, profit-sharing and 
stock-bonus plans are classified with the general group of 
tax-exempt organizations, for tax purposes, and are made 
subject to some of the restrictions applying to such organiza- 
tions. 

For example, these trusts wi!l lose their tax-exempt status 
if they make loans to the employer that created them, unless 
adequate security is provided and reasonable interest paid. 
Where such loans are outstanding now, new financing must 
be arranged by Dec. 31, 1955. 

® Nonprofit groups devoted to testing products for public 
safety are added to the list eligible for tax exemption—if 
they meet all the required tests. 

@ Farm-research organizations are relieved of some re- 
strictions. 

® Foundations and certain peel organizations will lose 
their tax-free status if they engage in a political campaign 
on behalf of a candidate. 


TAX FILING AND PAYING: 
Rules Are Relaxed a Bit 


Businessmen and others will find that in many respects the 
law has been relaxed to give them a bit more time, or to re- 
quire just a little less effort and cost in compliance with tax 
requirements. The exceptions, of course, include the general 
speed-up in payment of corporation income taxes. 

® Advance payment of a proposed deficiency may be 
made to stop the running of interest, without the taxpayer’s 
losing his right to petition the Tax Court on the issue in- 
volved in the deficiency. 

® Any type of check or money order will be acceptable 
for payment of any federal tax or payment for any stamp—at 
least to the extent the Government approves by regulation. 
In the past, that has not always been the case. 

® Payment in foreign currency will be all right if the Sec- 
retary of the Treasury approves by regulation. 

® “Timely mailing” of claims, statements or other docu- 
ments except tax returns themselves will be considered 
“timely filing.” If your claim is postmarked in time, it’s filed 
in time. As for tax returns, IRS has generally considered them 
filed on time, too, if they were postmarked on the due date. 

® Filing dates, where they fall on a Saturday, Sunday or 
legal holiday, will, in effect, move up to the next working day. 
If the act is performed in Washington, a legal holiday means 
a legal holiday in the District of Columbia. If it’s in a district 
office, then local law applies. 

® Disclosure of a tax liability, once a notice of lien has 
) been filed by the Government, may be made in the future 

to any persons having a legitimate interest in the amount of 
the liability. 
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® Statute-of-limitations provisions as they apply to as- 
sessments are changed in some respects. 

A uniform three-year rule is applied to all taxes in ordinary 
cases. 

In the case of an omission of 25 per cent of gross income, a 
six-year period is adopted—it has been five—and a similar 
rule is provided for estate and gift taxes. This provision will 
not apply if disclosure of the nature and amount of omitted 
items is made on the return. 

Statute of limitations on criminal prosecutions is extended 
from three to six years for: (1) willful failure to pay any tax 
or make a return, (2) making false statements, (3) intimidat- 
ing U.S. officers, (4) certain offenses committed by U.S. 
officers or employes. 

® Limitation on credits or refunds gets a new rule. All 
taxes except stamp taxes now will come under the rule that has 
applied to the income tax. That is, claims must be filed within 
three years of the time the return was filed or two years 
from the time the tax was paid. On stamp taxes, claims must 
be filed within three years from the time the tax was paid. 
Note that the three-year period for filing claims will run 
from the due date of the return, determined without regard 
to any extension of the time for filing. 


FOR TAX VIOLATIONS: 
Stiffer Penalties 


Criminal penalties under the new code are revised. This ap- 
plies to all taxpayers, individuals as well as businesses. 

@ Attempt to evade or defeat any tax is punishable by a 
maximum fine of $10,000 and maximum imprisonment of 
five years. 

® Failure to file a tax return can result in penalties of 
$10,000 and one year in jail. 

®@ Fraudulent and false statements may result in three 
years imprisonment and a $5,000 fine. In the past, top 
prison terms ranged from one to five years, and fines from 
nothing to $10,000. 

® Counterfeiting and other offenses relating to stamps 
come under a uniform penalty provision that is more severe— 
top penalties of five years in jail and $10,000 fine. 

® Attempts to interfere with administration of the tax 
law by threat or force against revenue officials will be sub- 
ject to a maximum fine of $3,000 and imprisonment for 
one year. 

Government employes dealing with revenue matters are 


‘subjected to stricter rules and more severe penalties for 


various offenses. 

State officials are subjected to tougher rules to prevent 
disclosure of information obtained from federal tax returns 

@ Interest on underpayment, nonpayment or extension of 
time for payment will be imposed at 6 per cent per year, ap- 
plied from the due date to the date paid for any amounts not 
paid when due. Interest will not give rise to further interest, 
however. Under the old law, in many cases, interest was com- 
puted from the due date to the time of assessment of the de- 
ficiency, then made a part of the deficiency in the notice 
and demand. After that, the entire amount due drew interest 
—including the first interest elements. 

For certain estate tax cases, the 4 per cent rate of past law 
is retained. 

@ Failure to deposit, under the system by which with- 
holding and other taxes are periodically deposited in banks 
by business concerns, will draw a penalty where none. was 
provided in past law. Penalty will be 1 per cent of the amount 
of underpayment of the deposit for each month or part of a 
month during which the. underpayment: continues—though 
not more than 6 per cent in the aggregate. 
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OR THREE-QUARTERS OF A CENTURY no law has been 

passed to revise generally the revenue-raising pro- 
cedures of our Federal Government. 

Circumstances have changed substantially in that 
period, affecting the ways of doing business and the 
everyday lives of individuals. 

Yet antiquated provisions of law have remained on 
the statute books, piling inequity upon inequity. 

What the Congress has just done is to establish 
principles of fair play as between the Government and 
the taxpayer. The new law is not perfect—it still fails 
to cure certain inequities. But it is such a far-reaching 
improvement upon existing law and does so much to 
give a square deal to the taxpayer that it must be hailed 
as one of the most constructive pieces of legislation of 
our times. 

An effort to revise the tax laws has been made again 
and again without success. Too often the sessions of 
Congress have concerned themselves with scales of 
rates, and each time the administrative provisions have 
been shunted aside. 

A vast amount of work has been done on these mat- 
ters by the tax experts of previous administrations, and 
the tax authorities have pooled their accumulated ex- 
perience to make the new law what it is—a balanced ap- 
plication of the principles of fairness and non-dis- 
crimination. 

It isn’t fair, for instance, for a man who has built up a 
business to find that his heirs will have to sell it to get 
the money with which to pay estate taxes. 

It isn’t fair to deny a working mother the benefit of a 
tax deduction, as a “business expense,” for paying some- 
one to take care of her children, when a business can 
deduct the expense incurred by a salesman in entertain- 
ing a customer. 

There are thousands of points such as these which 
are covered in the new law. But there are many more 
that remain for future action by Congress. 


Perhaps the most outstanding characteristic of 
the new measure is the encouragement it gives the 
system of private enterprise. 

Incentive is the key word in the American system. 
While the Government needs adequate revenue to pay 
its expenses, it must not depart from the true function 
of taxation by trying to apply the socialist doctrine of 
“share the wealth.” In other words, the Government’s 
policy should never be “reform for reform’s sake.” It 
should never penalize success or discourage thrift. 

Yet some of these very inequities have been foisted 
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upon the taxpayer by the demagogues whose thinking 
is far closer to Moscow concepts than it is to the prin- 
ciples of free enterprise that have built up the Ameri- 
can economic system. 

For Communism isn’t always just a philosophy tied to 
the Soviet Government. There are loyal and patriotic 
Americans who misguidedly would do things by law 
to commuunize or socialize the American system in pur- 
suance of a theory of government whose dangerous im- 
plications they fail to perceive. 


The new law belatedly, for example, recog- 
nizes the viciousness of double taxation. For the first 
time dividends have a partial exemption from tax. 

To their discredit, be it said that there were many 
Democrats in Congress who sought to make a dema- 
gogic dispute out of this. They fought the revision as 
“relief for the rich.” But if they make such an issue in 
the coming campaign, it will not be an unmixed bless- 
ing. For the American people ought to become informed 
at last on the true facts of this controversy. 

A man, for example, has an idea, builds a business, 
creates jobs for others, and his incorporated company 
pays now a 52 per cent tax on all profits. Then the 
money which the enterprising head of the business 
gets out of it himself is taxed over again as “income.” 
This double taxation is unfair, especially since another 
man who is a lawyer or a doctor or in some other pro- 
fession pays only one tax. 

To raise money to expand a business requires the 
other fellow’s capital—his savings after years of toil. 
He has already paid taxes on those savings, but he has 
been taxed a second time on the income from the same 
money when he risks its investment to help build a busi- 
ness enterprise. 

The new law doesn’t give much relief on dividend 
payments, but at least it recognizes the concept that 
double taxation is unfair. The late President Roosevelt 
was against this double taxation but he and his party 
never had the courage to do what President Eisenhower 
and a Republican Congress have just done. 

The new statute should stimulate confidence in busi- 
ness, especially the new clauses liberalizing allowances 
for the wear and tear of machinery and tools. 

These changes will permit the necessary capital to 
be raised to expand America’s plant to meet the needs 
of a growing population. It is a landmark in legis- 
lative progress. For the new tax law is truly a great law. 

{A comprehensive digest of the new law’s provisions is 
presented on pages 86 to 103.) 
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Another new development using 


B. F. Goodrich Chemical + =--- 





Your highways will be safer with 
these improved signs because the 
safety signal is clearly seen year after 
year without replacement. 


Bend one—it recovers its shape. 
Hit it a whack—it won't chip. Heat, 
cold, sunlight won’t affect it—and 
it can’t rust. 


Even more remarkable, message 
and border are molded with a 3-di- 


B. F. Goodrich Chemical Company does not make these highway signs. We supply the Geon resin only. 


Sigu Youguage for aafor highway! 


ERE are the signs of tomorrow 
—made from high impact Geon 
rigid vinyl. 


mension effect above the background 
with surfaces permanently reflector- 
ized for high visibility at night. 


This is just one example of how 
Geon polyvinyl materials can help 
turn your ideas into a sales success. 
Geon’s versatility is shown in such 
products as rustproof piping, perma- 
nent window screening, lifelike dolls, 
weatherproof fabric and high quality 
electrical insulation. 


Let us help you select a Geon 
material that may expand markets or 


open new ones for you. For informa- 
tion, please write Dept. B-8, B. F. 
Goodrich Chemical Company, Rose 
Building, Cleveland 15, Ohio. Cable 
address: Goodchemco. In Canada: 
Kitchener, Ontario. 





GEON RESINS e GOOD-RITE PLASTICIZERS . . . the ideal team to make products easier, better and more saleable. 


GEON polyvinyl materials e 


HYCAR American rubber e 


GOOD-RITE chemicals and plasticizers e HARMON colors 





The metal that makes time stand still 





Thanks to chromium, steel now serves you with strength and beauty that lasts a lifetime 


IN TIME, one of man’s most useful materials—steel— 
is often the victim of such destructive forces as rust, 


corrosion, heat, or wear. 


THESE NATURAL ENEMIES of sicel now are mastered 
by the metal called chromium. When the right amount of 
chromium is added to molten steel, the result is strong, 
lustrous stainless steel that defies the ravages of time. 
IN HOMES, TODAY, stainless steel is a shining sym- 
bol of modern living. It brings us care-free sinks, gleam- 
ing tableware and kitchen utensils—all with beauty that 
lasts a lifetime. 

IN INDUSTRY— Food is prepared in super-sanitary 
stainless steel equipment. Streamlined trains and buses 
are made of this wonder metal. Vital parts of jet planes 





ELECTROMET Alloys and Metals 


HAYNES STELLITE Alloys Prest-O-LirE Acetylene 


LINDE Silicones 


UCC’s Trade-marked Products include 


NATIONAL Carbons ACHESON Electrodes 


EVEREADY Flashlights and Batteries 


that must withstand both blazing heat and sub-zero cold 
are made of tough, enduring stainless steel. 

SERVING STEEL...AND YOU—The people of Unie: 
Carbide produce alloys of chromium for America’s steel- 
makers. This is another of the many ways in which 
UCC transforms the elements of nature for the benefit 
of everyone. 

FREE: For the full story of the everyday miracles made pos- 


sible by alloying metals such as chromium, write for the illus- 


trated booklet, “Hot-Metal Magic.” Ask for booklet G. 


Union CarBivpe 


AND CARBON CORPORATION 
30 EAST 42ND STREET UCC 


In Canada: UNION CARBIDE CANADA LIMITED 


NEW YORK 17, N, ¥, 





SYNTHETIC ORGANIC CHEMICALS 
PRESTONE Anti-Freeze UNION Carbide 


BAKELITE, VINYLITE, and KRENE Plastics LINDE Oxygen 














